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PREFACE 

In treating a subject as broad as is that of 
the development of thrift, it has not been pos- 
sible in the compass of a small volume to do 
more than outline the general scope of the 
various agencies that have been organized to 
encourage and stimulate the practice of thrift. 

It is hoped, however, that workers in char- 
itable societies and social settlements who are 
trying to build up the character of the poor by 
teaching them how to be independent, and 
workingmen who are making an effort to or- 
ganize associations and clubs by means of which 
to accumulate savings and to make safe invest- 
ments, will find many helpful suggestions in 
the following pages. 

For those who wish to make a thorough 
study of the subject of savings agencies, of 
workingmen*s insurance, and of building and 
loan associations, this little book may serve as 
a stepping-stone. 

Baltimore, January, 1899. 
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CHAPTER I 



THE THRIFT HABIT 



Philanthropy that works to make a perma- 
nent effect must have as its primal object the 
giving of freedom. Its end must be to "lift 
up the manhood of the poor" by making them 
independent physically, mentally, morally. A 
mere assuagement of a man's lot may under 
many conditions be all that it is possible for 
charity to accomplish, but wherever charity 
has to deal with those that are sound in mind 
and body, its work must be directed toward 
making each free, free to make use of his 
opportunities, free to shape his life's course. 

There never has been found, and there 
never will be found in a complex civilization 

B I . 



2 THE DEVELOPMENT OF THRIFT 

any one agency that will free the poor from 
the destruction that is wrought in them by 
their own poverty ; but whichever of the vari- 
ous methods for their uplifting be chosen, 
either by organizations or by individuals, those 
only will be successful that are founded on 
1 the belief that a man must be made to help 
; himself by exercising his inherent power and 
by husbanding his own resources. 

The laboring classes and many of their 
friends have objected to the latter half of this 
statement, i.e. that a man must help himself 
by husbanding his resources, because the prac- 
tice of thrift tends to lower wages, as well as, 
by making the workingman a capitalist, to but- 
tress the class he should supplant. But on 
the other hand, laborers in their unions have 
developed thrift, on the ground that only by 
saving from the wages of to-day for the de- 
mands of to-morrow can they make them- 
selves independent of their employers, and 
workingmen, individually, have freed them- 
selves from dependence on others, because they 
have schooled themselves to lay aside yearly 
an increasing proportion of their monthly or 
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weekly earnings. Trades unions could never 
have effected what they have, unless they had 
been provided for the struggle with the ammu- 
nition furnished them from their own store of 
accumulated savings, and workingmen must 
learn, and have learned, to appreciate that 
what Benjamin Franklin said is true : that a 
workingman cannot become rich otherwise than 
by labor and saving, and that he that teaches 
to the contrary is a "poisoner." 

A man who is on the margin of indebted- 
ness or in debt cannot spend intelligently, • 
for it is only when he has laid aside some- 
thing that he can control his market, and, as 
Mr. Mackay says, by his thrifty expenditure 
both increase a demand for commodities, and 
increase and equalize the purchasing power of 
his community. 

As this is no place to argue either for or 
against socialism, the objections that such men 
as Mr. Hyndman bring against the practice of 
thrift may not be considered, but it is hoped 
that in the following chapters it will be proved 
that the laboring classes are bettering their 
condition when they are enabled by larger 
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opportunities to become in a manner their own 
capitalists. 

A college settlement worker has said that 
ordinarily thrift is "rather demoralizing, be- 
cause it is so absorbing, so limiting, so selfish.'* 
If she means by thrift a mere accumulation 
of money, one can but agree with her entirely, 
but fortunately thrift should not imply any- 
thing so sordid, and one does not have to sub- 
scribe to a theory that is " too narrow and too 
pessimistic for serious consideration.'*^ Gen- 
uine thrift is not mere saving, but rather " post- 
poned consumption," a laying aside not for 
the purpose of hoarding, but in order to make 
a future purchase. The small boy who pointed 
to a penny bank and said with intense pride, 
" I banks there," would have been no better 
for his emotion if his conception of what money 
is had not got beyond the belief that it is a 
commodity to hold. The value to him of his 
bank was that he was learning that money is 
more useful at one time than at another, and 
that by depositing it in some safe place, free 

1 Quoted from the letter of another college settlement resi- 
dent. 
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from the allurements of the candy or the ciga- 
rette shop, he was reserving it for a more profit- 
able use. The whole secret of right thrift lies in 
the formula: Save wisely ^ so as to be able to 
spend judiciously in a time of need which will 
probably be greater than that of the present. 

Saving is not therefore, in itself, an economic 
virtue, but it is the "symbol and the instru- 
ment" of a man*s independence, and "if the 
workman is to emerge from his present posi- 
tion and become a sharer in the gains of capi- 
tal, he must in the first instance learn to save.'* ^ 
If he do not, he is enjoying the present at the 
expense of the future. A frugal man will 
exercise control, so as to put by something 
for the exigencies of the future, and by his 
self-denial he will gain the right to draw a self- 
earned livelihood when his working days are 
over. To forecast the needs of to-morrow, 
denying oneself to-day, so as to be prepared 
to meet the future demand, is no easy matter, 
and requires both knowledge and foresight, 
but he that has learned to discipline himself 
is the freedman. 

1 Professor J. E. Caimes. 
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The poor are not naturally unthrifty, as 
Mr. Loch says, but lack opportunities. They 
are ignorant of how to use what they have, 
and their want of wisdom causes them to 
perish. They are placed in a wretched mate- 
rial environment, and their minds as well as 
their bodies become stunted ; what they need 
is a wider outlook on life, and the oppor- 
tunity to develop the best that is in them. 
But it is only by the well trained that the most 
can be made of the openings of life, and, there- 
fore, the hope of the charity worker is centred 
in the child, who must be equipped for the 
struggle of life by a teaching that really fits 
him to grasp every chance that is given him 
to make his way and to hold his own. It 
is useless to preach thrift to one who has 
shouldered responsibilities he has not strength 
or fortitude to bear, but by being taught the 
value of practising wise economy and of exer- 
cising self-denial, the child may become father 
of the man that will not assume grave respon- 
sibilities until he feels that he can meet his 
obligations. 

The unthriftiness of the well-to-do is proof 
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that thrift is not dependent on the size of a 
man's income, and as one of the great factors 
of education is example, the well-to-do, if they 
wish to promote provident habits in the poorer 
classes, must begin by being provident them- 
selves.^ It is encouraging to learn on good 
authority, that persons engaged in philan- 
thropic work almost "inevitably become more 
simple and frugal in their own way of living," 
but in spite of this hopeful tendency, the poor 
have constantly before them the example of 
the wastefulness of the rich, who in their homes 
and out of them are showing how little care 
they take to be frugal in their own expendi- 
tures. The rich man does not feel the effect 
of his extravagance as does the poor man, 
because his purse yields him a margin for 
imprudent spending. He may not appreciate 
the results of his extravagance, but his example 
is contagious, and in the kitchen of the laborer 
is seen the effect of the wastefulness of the 
capitalist. 

Few charity workers realize, when they urge 

1 Mr. George C. T. Bartley, " The Work of Charity in Pro- 
moting Provident Habits." 
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young girls to take up domestic service, how 
poor is the teaching in economy that a ser- 
vant gets in the majority of homes that she 
enters. Though an effort is being made to 
improve domestic service, by making house- 
keepers wiser in their management, there is 
great work to be done before the homes of 
the rich will become good examples of eco- 
nomic living to the poor. In our charities, also, 
may be found the stamp of national extrava- 
gance. Apart from the excessive expenditures 
in many institutions and organizations, it must 
surely be demoralizing to many of the recipi- 
ents of alms to read or to hear of the amount 
of money that has been spent in organizing a 
charity ball or bazaar. If the seeker for doles 
is taught that his patrons are able to spend 
so largely of their time and their money to 
net such a relatively small sum, no wonder 
he is willing to hold out his hand incessantly 
for more. He is merely getting his cue from 
the practices rather than from the preachings 
of his betters. Each one that wishes to teach 
the poor how to save, must learn that it should 
be said of him : — 
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** This noble ensample to his sheep he yaf, 
That first he wroghte and afterward he taughte." 

The poor should be able to say that they 
are not asked to practise what the rich them- 
selves have not tried to learn. 

I suppose it is true for all times, in spite of 
the teachings of social reformers, that "every 
man is as lazy as he dares to be," and that 
unless the poor are taught to fear the con- 
sequences of their own improvidence they will 
not try to make provision for the future. 
Nothing can make people so improvident as 
the belief that there is very little to be gained 
by self-denial; indiscriminate giving of relief 
will always have the effect of lessening the 
number of the independent and of ** encourag- 
ing the poor to keep untidy and dirty homes.'* 
The working classes are willing to provide for 
themselves if an unwise charity does not offer 
a bonus to incompetence. True charity should 
therefore be sagacious and by careful study 
of the conditions that surround any one who 
seems to be in need should get "hints for 
beneficence." An opportunity to acquire prop- 
erty, not merely to hold it as a gift, often 
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teaches a man to make a valiant effort to 
become his own benefactor and to husband 
what he has had the pain of acquiring. 

In the "Anatomy of a Tenement Street"^ it 
is shown how the multiplication of charities is 
one of the causes of proverty. The street 
is a little city in itself, having its own history, 
which is quite distinct from that of the busy 
city that surges near it. The standard of liv- 
ing is low, the pleasures are such as do not 
really invigorate the dwellers ; the squalor and 
the immorality tend to lower the vigor of the 
people; but though there is ample room for 
healthful reform, Charity can do nothing if 
she merely with skirts held high walk once a 
week through the street with note-book in 
her hand, and smoked glasses on her nose. 
Though she open her purse and scatter alms 
from her full basket, she will learn and teach 
nothing helpful unless she stop long enough 
to find out what is the life of these people, 
what are their daily hopes and fears, their 
genuine shortcomings, and their real human 

1 Alvan T. Sanborn, " Anatomy of a Tenement Street," 
Andover House Bulletin, No. 6. 
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qualities. Charity will be made to give all 
that she offers, and will receive nothing in 
return but a "tangled web of deceit/' if she 
content herself with the superficial survey of 
the street. But the fatal mistake made by 
the charity that "means well" rather than 
"does well" is not that it learns to distrust 
human nature, but that by treating the poor 
as irresponsible members of society, it teaches 
them to be improvident, and to look for 
money as the reward of their thoughtlessness. 
Such indiscriminate relief "prevents the de- 
velopment of benefit insurance and savings 
agencies,"^ and so holds the poor man down 
instead of lifting him up. 

The lesson that each man must provide for 
himself is a hard one for the philanthropist to 
teach and for the poor man to learn. Never- 
theless, even as in a primitive state each 
man must realize that his survival depends 
on his own energy and thrift, so in a civilized 
society each man must learn that he has 
to make his own way, though his civilized 
companions will and should be kinder to him 

1 H. Fawcett, " Pauperism : its Causes and Remedies." 
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12 THE DEVELOPMENT OF THRIFT 

than were the barbarous ones to his pro- 
genitors. 

The great incentive to him in his work will 
be a clear knowledge of the benefits that are 
to come to him from his labors, for " the sweat 
of industry would dry and die but for the end 
it works to." So soon as a little property is 
acquired, that in itself will act as an incentive 
to make further effort seem worth while, and 
it will then constantly be found easier to lay 
aside a little for the demands of that. ** un- 
known to-morrow." The practising of thrift 
in one direction will be found to encourage 
the practising of it in others, and saving will 
be realized to be no hardship when it is learned 
that present denial is going to make possible 
some future gratification. On the other hand, 
improvidence will be seen to work destruction, 
and, whether through ignorance or wantonness, 
thriftlessness will be seen to bring suffering 
and disgrace. Ignorance ! that is the key of 
the difficulty that meets the charity worker who 
is trying to teach frugality and providence. It 
is very difficult, if not impossible, to inculcate 
high ideals of life when there is no conception 
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of what life is, or to bring a man to realize 
the sense of his manhood, when there is in 
him no wish to be independent. Then, also, 
when the daily wage is so small that it does 
not meet the daily needs, and when lack of 
work has brought with it accumulation of debts, 
it seems impossible ever to hope to make earn- 
ings equal to expenditures, much less exceed 
them. Besides, there is the large class of 
workers that have to live on an intermittent 
income, and, as Mrs. Bosanquet has said, " It 
takes a very high order of intellect to be self- 
supporting " ^ when the amount and regularity 
of the wages cannot be foretold. 

In the face of these great difficulties, wrought 
by ignorance and lack of opportunity, the char- 
ity worker must strive to develop character by 
increasing opportunities and by strengthening 
purpose, and while realizing that in all classes 
there is a residuum that has an "absence of 
clear ideas, of looking before or after, of any 
form of self-control or continuous application,** ^ 
his constant effort must be to lessen the num- 

^ " Aspects of the Social Problem," p. 97. 
^ Jbid.y p. III. 
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ber of the residuum in his small sphere c 
usefulness. He must try to make one indivic 
ual, at least, see more clearly his present an 
his future needs, and aim by his own energ 
to provide for himself. 



CHAPTER II 



THRIFT IN THE FAMILY 



Where the difficulties of inculcating the 
habit of thrift are so great it is only by indi- 
vidual effort that one can hope to meet with 
success. The Charity Organization Society 
tries to train men and women to realize the 
needs of the poor and to carry to them, not 
as a body, but as individuals, the lesson the 
poor can learn from being brought into per- 
sonal relations with such as have had larger 
opportunities and broader outlook on life than 
they. The visitor learns in order that he may 
teach, and though he meets the members of his 
" family " as man to man, his work as an indi- 
vidual is made more effective because he has 
back of him the energy and the enlightenment 
of an organization that does not lose sight of the 
fact that its own education is incomplete, and 
that it must continue to learn even while it is 
teaching the poor. The Charity Organization 

15 
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Society realizes that to teach thrift the friendly 
visitor must go to each family separately and by 
careful study and by sympathetic insight must 
learn to know its needs and its capabilities. 

The task of the visitor will not be a light one 
nor need she^ expect to have any immediate 
influence. But gradually she may hope to ef- 
fect a change for the better by enlarging the 
ideas, and by developing the character of those 
with whom she is working. 

As the first requisite is that the family be 
treated as a unit, it will not do for the visitor to 
call on the wife only, but she must manage to 
see the husband as well, so that she may be 
able to get a general idea of the physiognomy 
of the family. This is not the place to show 
what is the general field of work for the friendly 
visitor, for that subject is thoroughly treated 
in the other volume in this series,^ but, from 
the standpoint of the thrift teacher, she must 
realize that it will not do to urge the mem- 

^ It is to be regretted that the number of the women so 
largely exceeds that of the men visitors as to make it sound 
rather absurd to continue to use the masculine gender, even a? 
the English equivalent of the common gender. 

2 Mary E. Richmond, " Friendly Visiting among the Poor.** 
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bers of her family to save until she has care- 
fully considered whether there is a surplus 
that can be safely withdrawn from the sum 
that goes to meet the daily needs. There 
are thrifty housewives who will feed themselves 
and their children on bread alone, so that the 
father may keep up his club dues or the in- 
surance agent collect his weekly premiums. 
Here the visitor must show that it is not a 
wise economy which tends to lower the vital- 
ity of any member of the family, in order that 
provision may be made for the future. 

' In urging saving on the family, the visitor 
must be careful not in her zeal to speak 
as if the mere act of saving were in itself 
creative of anything. " A penny saved is a 
penny earned '* is not a fair statement, because 
a cent that is laid aside does not add any- 
thing to the income, unless it be saved from 
an unproductive use in order that it may 
be well spent. Mere putting money in bank 
should not be looked on as an end in itself, 
and the visitor must be cautious to avoid the 
fallacy of teaching that the act of saving is 

anything more than a means. 
c 
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A Charity Organization Society worker in 
London would feel that a family is in a very 
bad way if its head were not insured in some 
friendly society. It is to be hoped that in 
this country such beneficent agencies may be 
encouraged to enlarge their usefulness and that 
the friendly visitor may consider it to be part 
of her mission to use good fraternal societies 
as one of the mediums for the receipt of the 
savings of her family. 

One of the chief missions of the visitor is 
to find employment for the man. After this 
is done, her work must lie principally with 
the wife, and her usefulness to the family 
will largely lie in her power of showing the 
housekeeper how wisely to spend the husband's 
wages. 

What she must carefully avoid, however, is 
any "grandmotherly interference** in the ex- 
penditure of the income. If she urge the wife 
to join fuel or flour clubs, she must consider 
whether the independence of the family will 
be assailed by the members being taught to 
look to charity to supplement the earnings. 
The two great items of expenditure will be 
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found to be rent and food, lesser items, fuel 
and clothing, and whether there is to be any 
surplus for saving and for pleasure will de- 
pend largely on the good management of the 
housewife. 

Economists agree that "twenty per cent of 
the earnings of the head of the family ought 
to be the maximum expenditure for rent in 
cities," 1 but many workingmen are spending 
a larger proportion of their income for rent, 
and are getting a very poor return for their 
money. The friendly visitor may be able to 
prove that it is an economy to live in a healthy 
locality, and that it is sometimes cheaper to 
move to the suburbs than to stay in the centre 
of the city. It is difficult to get people to 
change their neighborhood, but the advantage 
of house-owning is sometimes a powerful in- 
ducement, so that a man who is getting on 
his feet may be readily induced to buy his 
own house through a cooperative building as- 
sociation, and by so doing be able to move 
into a more desirable part of his town. 

^ Eighth Special Report of the Commissioner of Labor, " The 
HousiDg of the Working People," p. 422. 
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The prejudices of the poor make it often} 
very difficult for the visitor to get the house- 
wife to introduce any change in the buying 
or the preparing of food. Physical conditions 
have, however, so much to do with the thrifti- 
ness or unthriftiness of the poor, and increased 
opportunities for better living, which are fur- 
nished by healthy homes and by wholesome 
food, have so great an influence not only on the 
earning capacity but on the saving power of 
the man, that the visitor should not allow her- 
self to be easily discouraged. What the house- 
wife needs is to be shown how to spend her 
income, and the visitor must patiently under- 
take the task. 

As "the large majority of families in this 
country are said to have not over $500 a year 
to live upon," ^ how important it is that if 
possible not more but less than half the in- 
come should be expended on food, and that 
whatever is spent should go to provide a nu- 
tritious diet. 

The appended table shows what proportion 

^ W. O. Atwater, " Foods : Nutritive Value and Cost," Farm- 
er's Bulletin, No. 23, U. S. Department of Agriculture, p. 20. 
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of a workingman*s income is expended on sub- 
sistence in such a state as Massachusetts : — 

Massachusetts ^ 



Annual income 


Amount expended 
for food 


Per cent expended 
for food 


$350 to $400 


$224 to $256 


64 


450 to 600 


284 to 378 


63 


600 to 750 


360 to 450 


60 


750 to 1 200 


420 to 672 


56 


above 1 200 


672 


SI 



The cheapest food is not, of course, that 
which actually cost the least money, but that 
which yields the most nutriment for the least 
outlay. The visitor, therefore, should under- 
stand what is a dietary that will supply a 
wholesome amount of nutriment, before she 
tries to show the housewife how to regulate 
the expenses of her table. 

The Orange Bureau of Associated Charities 
has published a leaflet for the use of its visi- 
tors, who appreciate that the poor are in need 
of instruction as to how to spend their in- 

^ /did. The amount of a workingman's income which shall 
be expended on food varies with the locality and with other 
conditions. 
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comes. The possible living expenses of a- 
family of six persons — man, wife, and four 
children between the ages of eight and one 
— are calculated on the basis of an annual 
income of 1^312, or $6 a week. 

Rent, $5.00 a month $60.00 

Fuel and light 16.30 

Food 171-97 

Clothes and incidentals . . . . 63.73 

12.00 

A visitor would have to work very patiently 
and diligently before she could make the mem- 
bers of her family so painstaking that each 
cent could be accurately accounted for; but if 
such authorities as Mr. Edward Atkinson and 
Mr. Carroll D. Wright repeatedly call atten- 
tion to the fact that the proportion of income 
that the poor expend on food is much too 
large, the visitor should try to teach her family 
how to be wisely frugal in this direction. 

Attention is frequently called to the econ- 
omy of French housewives, and the statement 
is made that the waste in an American kitchen 
would supply food enough for a French family. 
This has been said to be exaggerated, but 
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whether it is or not, it points two morals : first, 
that any good housekeeper should have pride 
in making the statement false in her own case, 
and secondly, that in growing more frugal she 
must guard against harmful economy. Mr. 
Brassey, the English contractor, in his well- 
known experiment with the French navvies, 
found that the working capacity of the Eng- 
lish laborer to that of the French was as five 
to three, and the greater earning power of the 
former was largely a question of more sustain- 
ing food. The question of food then is a ques- 
tion of knowledge, and the problem is how to 
teach the poor the " elementary facts regard- 
ing food and nutrition." 

Taste in dress is hardly a subject to be 
treated under thrift, but the visitor can teach 
in this direction that a stitch in time saves 
nine, which though trite is true, and that a 
discarded garment may sometimes be utilized 
to make a gown for a younger child or to 
serve as material for patching. 

Three insidious foes of the poor are said 
to be : the instalment plan, chattel mortgages, 
and credit. In the following chapters it will 
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be seen that the first is often a method of 
purchase that is not only feasible but econom- 
ical, and that many a man has been able to 
buy a house on the instalment plan, which he 
could not have otherwise procured. There is, 
however, both a wise and an unwise use of 
this method of purchasing, and much money 
is wasted by the poor in buying useless articles 
thrust on them by persistent pedlers and shop- 
keepers, who try to cheat them into a belief 
that a payment of ten or twenty-five cents a 
week can make no impression on the weekly 
salary, and that some knickknack or a valu- 
able piece of furniture is being got for almost 
nothing. By such fallacious arguments they 
are led to make purchases for which they are 
not able to pay. A visitor can be of great 
help, if she show how very dearly such pur- 
chases are made, and how the interest on the 
deferred payments adds to the real cost of 
the article. The chief danger of buying on 
the instalment plan lies in the fact that the 
poor are as a rule very hopeful of the future, 
and feel, therefore, that something will be sure 
to turn up to make it easy for the new obliga- 
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tion to be met. The same may be said of 
money borrowed on a chattel mortgage. A 
poor man is often benefited by negotiating a 
loan, when the money is borrowed to meet 
a temporary difficulty or to be put to some 
productive use, but here again the visitor must 
show what is the actual cost of the loan, and, 
if possible, she must protect him whom she is 
trying to help against the extortionate charge of 
a usurious money-lender. If the money is to be 
borrowed, she should try to bring the working- 
man into communication with some agency 
that will lend money at a reasonable rate, and if 
the money has been borrowed from some com- 
pany that charges an exorbitant rate of interest, 
she should secure legal aid before trying to 
make an equitable settlement of the loan. 

An Englishman has calculated that the 
amount of money spent by a workingman 
in supporting himself for a day and a half 
would keep him two days if he were to buy 
for cash instead of on credit, and for three 
days if he were to buy in large instead of in 
small quantities. Coal and groceries bought 
in large quantities will be found to be much 
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more economical, unless the housewife be 
tempted by a full bin and larder to be 
lavish in her use of them, and the doing 
away with the credit book will mean not 
only cheaper but more judicious purchasing. 
When the poor are forced, because of the 
tyranny of the credit system, to buy at some 
one store, they are not only denied the 
privilege of choosing what they prefer, but 
are often forced to accept adulterated arti- 
cles of food. A woman who, for years, had 
been at the mercy of the corner grocery- 
man, to whom she always owed a large bill, 
told me that when, some months ago, she 
moved into the suburb of the city in which 
she lived, she determined to buy in the 
future only for cash. She said, "It's much 
cheaper, because you do without all sorts of 
little things, and you don't get anything 
unless you've got the money to pay." She 
is slowly paying her back bill at the grocer's, 
and is trying to induce a married sister to, 
close her credit account at "the store." She 
firmly believes that the cash system is the 
cheaper and the better. 



\ 
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It has been suggested that American 
housewives should keep a careful account of 
their expenditures. Perhaps some visitor may 
be able to induce her family to make entries 
in a day-book,^ which can be carefully ar- 
ranged by her. Into this book should be 
entered the amount of the family income, 
and the daily expenditures for food and fuel, 
and the monthly or the weekly outlay for 
rent and clothes, as well as the surplus laid 
aside for a savings account or for recreation. 
Such a diary, if faithfully kept, would be 
of great use, not only to the housewife her- 
self, in showing her how to regulate her ex- 
penses, but to the visitor in teaching her to 
meet the needs of other families she may visit. 

When the visitor becomes discouraged and 
even disheartened by the difficulties that 
she meets with in her dealings with the 
father and mother, she may hope for better 
success with the children. She may urge 
them to put aside a few pennies, so that 

1 C. R. Henderson, "The Social Spirit in America," appen- 
dix. 

American yournal of Sociology y March, 1897, P* ^^' 
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they may acquire a habit of saving and 
have some small accumulated sum to draw 
on when a pair of shoes is needed or some 
prized tool or other useful article. Such 
purchases will relieve the family purse, or 
add to the usefulness of the child. By 
teaching the children to save, two important, 
results may be attained, — the parents, influ- 
enced by the example of the children, may 
be taught to lay aside, and the children 
themselves, even as they save the small 
pennies from some harmful or useless ex- 
penditure, may be learning self-denial, which 
will make them better and more useful men 
and women than their forebears. The habit 
of counting the cost will tend to prevent 
imprudent marriages, and will add to the 
number of those who will be able through- 
out life to remain independent. 

As with the grown people, so, also, with 
the children, the visitor will have carefully 
to study their real interests, and she will 
have to guard against letting a disposition 
to save deprive them of any advantages, 
hygienic or educational, or force them pre- 
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maturely to enter the labor market. The 
latter danger is very real, and the visitor 
will have to watch her own inclinations, so 
as never to let the exigencies of the present 
urge her to make the children wage-earners 
before they have got sufficient physical 
strength or mental training to make them 
fit to begin their working life. Perhaps, 
through the children the visitor may be able 
to teach her family to appreciate the three 
/'s, — paint, pictures, plants. The educational 
effect of clean paint, of some bright pictures 
on the walls, and of some hardy plants in a 
sunny window will be seen in the increased 
thriftiness of the family. A woman once 
said that she could reform the farmers, if she 
were permitted to go from one farm-house 
to another with a paint-pot ; and another 
says that wonders may be wrought by giv- 
ing a child a bucket of whitewash and 
showing him where to apply it. Many per- 
sons would agree in part with the former, 
and wholly with the latter, if they had 
watched the effect wrought in town and 
country by a little new paint, or whitewash, 
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a few flowers, and some gay bits of decora- 
tion. 

Four simple rules might be given by the visi- 
tor to her family : " Spend less than you earn, 
pay ready money, never anticipate uncertain 
profits, keep regular accounts." In many 
cases, it would be a farce for the visitor to urge 
the observance of the first rule, but when the 
income is variable she may say : ** In a season 
of plenty save for the season of want." A 
great many laborers make a good income at 
some one season of the year, but, through lack 
of foresight or self-denial, the ready money is 
quickly spent, and a time follows when charity 
is called on to intervene so that the family need 
not be forced to suffer the effects of its own 
carelessness. The visitor should strive to pre- 
vent the waste by showing the necessity of 
each man's bearing the responsibilities he has 
assumed. 

The task of the visitor in teaching thrift is 
no easy one. She will meet with failure and 
bitter disappointment, and will often seem to 
touch success only to find that ** wishers and 
woulders are no good householders," for char- 
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acter has to be developed before a promise has 
the power to bind. But she will be rewarded 
if she teach some one family to be self-respect- 
ing, and make the members realize their obli- 
gations and strive to provide for the demands 
not only of the present, but of the future. 



CHAPTER III 

INDIVIDUALISTIC SAVINGS AGENCIES 

A French sociologist has carefully elabo- 
rated the theory that the social growth of man 
has its root in economic life, and that, there- 
fore, the first social phenomena to be developed 
were the economic, and that only gradually 
have been added, in the order named, the ge- 
netic, the artistic, the religious, the moral, the 
juridic, and the political. If such a theory be 
accepted, one has to appreciate that it is very 
difficult to effect a change in habits which are 
regulated by economic traditions, and that con- 
versely it is in material prosperity that men's 
interests are really centred. Let it be clearly 
realized, therefore, that if one wish to change 
the conditions that surround the poor, one must 
not attempt to overturn suddenly their eco- 
nomic life, and that one must have a very definite 
knowledge of the conditions that influence the 

32 
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class among whom one feels called on to work. 
The worker in order to be successful must 
appeal, in a rational way, to the most vital 
interests of the poorer classes, and he must 
look only for a gradual raising of the standard 
of life. Though an appeal to the pocket may 
seem to be a low basis for action, let the phi- 
lanthropist appreciate that the surest way to 
reach any class of persons is to make it realize 
that by following a prescribed course there will 
be a financial gain. 

Reformers who have appreciated that men 
must be reached through the natural interests 
before they can assimilate mental and moral 
teaching, have tried to develop savings agen- 
cies, not only that the savers may have a re- 
serve fund for future contingencies, but that 
they may have the consciousness of being re- 
moved by their savings from the burden of 
relief-receiving. Just as far as the savings 
agencies are divorced from mere relief-giving 
societies and from all so-called charities that 
offer a bonus to improvidence and thriftlessness 
will they develop not only economy, but also the 
higher forces of life. The nearer savings asso- 

D 
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ciations come to making the poor agents in 
"bettering their own condition" the more 
nearly will they reach the ideal toward which 
the most clear sighted of their promoters have 
been working. 

Savings agencies may be divided broadly 
into two classes, — individualistic and mutual. 
By repeating what has just been said, that 
the poor must be taught to be their own 
agents in bettering their condition, it will be 
appreciated that cooperation in its right sense 
is the higher form of philanthropic work. 
Individualistic savings agencies reach each 
depositor separately, and do not make the 
poor man a part, except to a small degree, of 
the society from which he is to draw his prin- 
cipal and interest. Though this form of saving 
is not as educational as the mutual, it is its 
necessary forerunner, and prepares the way for 
the more advanced stage. 

Individualistic savings funds may be divided 
into four classes : a. Savings banks ; b. Pos- 
tal savings and stamp savings banks ; c. Col- 
lecting savings banks; d. Savings funds for 
the wholesale buying of fuel, flour, etc. 



\ 
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Savings Banks, Since 1816, when the first 
savings bank, the Boston Provident Savings 
Institution, was established in the United 
States, the growth of savings banks has been 
almost continuous. In only two years since 
1820 has there been any retrogression in the 
movement; namely, in 1878 and in 1894. 
During the former year the decrease in the 
number of depositors was 132,078, and in the 
latter, 52,912. The founding of such banks 
has been the result of a belief that the poor 
need a place of deposit for their savings and 
that the result of having no depositary is to 
make them reckless in the expenditure of their 
earnings. As early as 1803 Mr. Malthus in his 
essay on '* Population " drew attention to this 
fact, and somewhat later in the century an- 
other Englishman claimed that "contemporary 
with the growth of savings banks, we have 
seen a growth of civilization among the poorer 
classes." 

In 1820 there were^ 10 savings banks in the 

^ The following figures are taken from the Annual Report of 
the Comptroller of the Currency, 1897, Vol. I., pp. xxv, xxvi, 
566, 567, 568. 
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United States having deposits amounting to 
lfi> 1 38,576, which had been intrusted to them 
by 8635 savers. In 1897 reports were received 
by the Comptroller of the Currency from 980 
savings banks, 668 of which are mutual institu- 
tions, 312 stock savings banks. The aggregate 
resources of these banks are $2,198,824,474. 
The total deposits are $1,939,376,035, — the 
number of depositors, 5,201,132. The average 
amount credited to a depositor was, in 1820, 
$131.86, and is at present, $372.88. 

These banks are distributed as follows : — 

Mutual Savings Banks Stock Savings Banks 

New England States 457 District of Columbia . i 



Eastern States 


. 200 


Southern States . 


• 34 


Southern States . 


I 


Western States 


, . 212 


Western States 


, . 10 


Pacific States . . 


. 6s 



668 312 

In New York about twenty-five per cent of 
the population deposit in savings banks, or 
1,736,968 persons, and in Massachusetts about 
fifty per cent, or 1,340,668. 

In the seven Southern States into which 
savings banks have been carried, 68,871 per- 
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sons have placed in the thirty-five banks men- 
tioned 1^10,479,080. 

"The principle upon which savings banks are 
founded interferes with no individual action, 
saps no individual self-reliance. It prolongs 
childhood by no proffered leading-string. . . . 
It does not attempt to foster the infant habit 
of saving by the unnatural addition of a penny 
to every penny laid by." ^ This is as true now 
as it was fifty years ago, but the successors 
of the early promoters of savings banks have 
had to learn that the holders of small incomes 
cannot be always trusted to make use of the 
safe place of deposit that is provided for them. 
A bank needs oftentimes to be brought to the 
very door of the small saver; for even if he 
has a desire to save a part of his income, 
the habit of accumulating savings in a non- 
interest-bearing jug or stocking will not be 
overcome unless he is able easily to make use 
of a more reliable place of deposit. 

To those that are on the margin of thrift- 
lessness, the savings bank has to go as a per- 
sistent reminder of the necessity that lies on 

1 W. R. Greg, Edinburgh Review, 1853, p. 406. 
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every man to provide for his own future needs. 
It was the realization of this fact that made 
the English government establish the Post- 
Office Savings Banks, and induced some public- 
spirited men in Baltimore to open a Provident 
Savings Bank, which would be at the very ' 
doors of the poor and would be a sure teacher 
of economy and a tireless promoter of thrift. 

The Post-Office Savings Banks of England 
were established by act of Parliament in 1861. 
Mr. Whitbread, a member of the House of 
Commons, introduced a bill into Parliament as 
early as 1807, "for establishing a Fimd and 
Assurance Office for Investing the Savings of 
the Poor," but it was only after fifty years of 
agitation that the government undertook to 
receive the small deposits of the English 
people. 

Two great advantages of the system are: 
that the investor may feel that his deposit is 
absolutely safe, and that he can find an office 
of the bank in any part of the kingdom. He 
can deposit at any one of the 11,867 offices, 
and in order to withdraw his money is not 
obliged to go to the office in which it was 
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deposited. The system is an endless chain, 
and the depositors may make connection with 
the chain at any one of its links. 

One of the objections that has been made 
to the system is that it is very complicated, 
but the formalities that have to be met in 
either depositing or withdrawing money are 
not considerable enough to act as a barrier 
to the success of the system, which is proved 
by the fact that one person out of seven in 
England has money deposited in the post- 
office savings bank; and any one wishing to 
deposit any sum from a shilling upwards, may 
do so by applying at the nearest post-office 
between the hours of 8 a.m. and 8 p.m. As 
much as jCs^ may be deposited in any one 
year, and each depositor may have at any 
one time, ;£200, including interest, to his credit. 
When this limit has been exceeded, the bal- 
ance is invested in government stock, unless 
the depositor directs that other use be made 
of his money. The interest on the money is 
two and a half per cent per annum. For the 
convenience of the small savers, penny stamps 
are issued by the post-office, and these are 
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dends for those that have invested through 
their agency in government stock, and also 
make sale of the stock, charging for the latter 
service a small commission. Very little use is 
made, however, of this right "to accumulate 
;£500 in consols in addition to the ;£200, which 
may be accumulated in deposits,*' the reason 
given being that the class that uses the post- 
office savings banks does not care to invest 
in securities that vary in price. 

These banks offer every facility to him who 
wishes to save, and their effect is far-reaching ; 
but in the evident fact that a general use of 
the banks enormously increases the amounts 
held by them, lies a danger that is being real- 
ized. Annually many thousands of pounds are 
added to the people's money held by the post- 
office savings banks, — an amount that now 
reaches ;£io8,098,64i ^; and this vast sum, 
which is invested in consols, is withdrawn 
from the capital that is held by the people 
directly for their own use. It is also neces- 
sary to call attention to the statement that 

^ Amount due to depositors on 31st of December, 1896, 
Forty-third Report of the Postmaster-General. 
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the " post-otEce sa\'ings bank is really a char- 
ity/* The nation pays the tv^o and one-half 
per cent that is needed to meet the expenses 
of management,^ This expense was formerly 
met by the diflference between "the deposit 
interest and the interest which the nation could 
get for its money " ; but as the interest on con- 
sols is now low, and their price high, no suf- 
ficient margin is left to meet current expenses. 
Such a condition is not inherent in the system. 
Italy, for instance, makes a profit from her 
post-office savings banks, after paying five per 
cent interest on consols ; but the fact that Eng- 
land does lose by her savings banks should be 
carefully considered by our government, if it 
should undertake the savings-bank business. 

Since the inauguration of the system in Eng- 
land, it has been adopted by all of the British 

1 " Notwithstanding the reduction of the rate of working 
expenses, the rise in the price of consols has caused some em- 
barrassment, and the whole business, after payment of expenses 
and 2j % interest to depositors, has shown a deficit of ;^379if 
which has been voted by Parliament. This is the first year 
since the establishment of the Savings Bank that any deficit 
has occurred." Forty-third Report of the Postmaster-General, 
p. 14. This last assertion has been challenged by the Ijmdon 
Times and by careful students of financial problems. 

} 
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colonies and by all of the leading countries, 
except Germany/ Switzerland, and the United 
States. Repeated efforts have been made by 
postmaster-generals, by senators, by represent- 
atives in Congress, by state officials, and by 
various charitable societies to introduce the sys- 
tem into the United States. Its adoption was 
first proposed by Postmaster-General Creswell, 
in 1 87 1, and two years later a bill was intro- 
duced into the House of Representatives by 
Mr. Horace Maynard of Tennessee, asking 
for the establishment and the maintenance of 
a "National Savings Depository as a Branch 
of the Post-Office Department." Since then, 
sixteen different bills have been introduced 
into the United States Congress asking for 
the establishment of the system. Postmaster- 
General Gary strongly urged the adoption of 
the postal savings depository, so that the ques- 
tion of the expediency of the government's 
becoming the receiver of the small savings 
of the nation has recently been before the 
public. 

The need of increasing the number of sav- 

^ Germany has many municipal savings banks. 
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• 

ings banks has been seen, but it can be 
questioned whether it be wise for the federal 
government to undertake any more business 
enterprises. The promoters of the system 
will do well to bear in mind that the absorp- 
tion by the government of business enterprises 
leads to state socialism, and also that, accord- 
ing to the last annual report of the Post- 
master-General, the deficit in the Post-office 
Department was 1^11,411,779.65.^ Let it fur- 
ther be realized that the establishment of such 
banks will not be a relief in the parts of the 
country where currency is scarce.' 

The Stamp Savings Societies in this country 
may be classed as philanthropic, commercial, 
and philanthropic-commercial. To the first 
class belongs the Penny Provident Fund of 
New York City; to the second, such enter- 
prises as were organized in the West by the 
Citizens* Savings Bank of Detroit; and to the 
third, the Provident Savings Bank of Balti- 
more. There are many modifications of these 

1 Report of the Postmaster-General, July i, 1897. Report 
for the year ending June 30, 1898, will not be issueVi until 
December, 1898. ( 
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several plans, but they will serve to illustrate 
the workings of the Stamp Savings System 
in the United States. 

The Penny Provident Fund was inaugurated 
because of the need that was felt by the 
friendly visitors of the New York Charity Or- 
ganization Society of having some safe place 
of deposit for the small sums of money that 
were intrusted to them by the families visited. 
Only one of the New York savings banks 
would receive a deposit of less than one dol- 
lar, and it was realized that a new agency 
must be supplied to meet the needs of the 
poorer classes. 

It is stated in a prospectus of the Fund that 
"The larger portion of the want and suffer- 
ing in all communities is the direct result of 
a waste of small sums in unnecessary expendi- 
tures, and the failure to provide by laying up 
such sums, against the possible loss of work, 
or against accident or illness." It was de- 
signed, therefore, that these small sums should 
be got hold of, and that the depositors should 
be encouraged to open accounts in a savings 
bank. 
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The fund was established in 1889, and at 
present there are 321 stations circulating the 
stamps among 57,189 depositors. The fund 
operates not only in New York City, but in 
many other cities and towns, so that in South 
Carolina and Virginia, in Kentucky, Illinois, 
Colorado, and Iowa, and even in Canada, may 
be found branches of its work. In New York 
itself, stations are established in savings banks, 
churches, boys* and girls' clubs, friendly so- 
cieties, college and university settlements, 
library associations, day nurseries, retail stores, 
charity organization society offices, and, most 
important of all, in many of the public and 
charitable schools. There is no difficulty at- 
tached to the opening of a station in either 
a rural or an urban community, for one of the 
chief merits of the system is that it entails no 
bookkeeping. Any one wishing to open a 
station may get the necessary supplies from 
the cashier.^ Stamp cards, signature slips, 
rules for stamp stations, envelopes for cards 
and pass-books, circulars of information, may 

^ Miss Marian Messemer, 22d Street and Fourth A\^,enue, 
New York. y 
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all be obtained free of charge, the only expense 
being that of transportation. The necessary 
outlay is for the stamps,^ and these are paid 
for at their face value. After a supply of 
stamps is once bought, there need be no further 
outlay, unless the stock in hand is enlarged, 
for the deposits quickly make good the deficit. 
No station is allowed to sell detached stamps 
lest they should be used for barter, and for 
the same reason cards and books are not trans- 
ferable. As soon as a would-be depositor of 
one cent or more has signed the signature 
slip, he receives a stamped card on which are 
printed the rules and conditions that regulate 
his connection with the Fund. These rules 
advise him that money can be withdrawn only 
on presentation and surrender of the card at 
the stamp station where the deposit was made, 
that one week's notice may be required before 
money can be withdrawn, that no sum can be 
withdrawn less than the whole amount repre- 
sented by the stamps attached to the card, 
and that no payment will be made if the card 
be lost or destroyed. 

^ Teachers may buy stamps on credit. 
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No interest is given on accounts, because 
the object of the Fund is to encourage its de- 
positors, as soon as each has accumulated $io, 
to transfer his account to the regular savings 
banks. The interest on the money invested 
by the Fund is used to meet current expenses, 
which annually exceed the receipts. 

The collectors for the Fund are agents that 
are ever on the alert to bring to the savings 
bank the gradually accumulated pennies of 
those that without such an agency would never 
know that it was possible for them to hold a 
bank account, but would feel, on the contrary, 
that it was absurd for any one to assert that, 
" Every one may have a bank account to draw 
upon in time of need.*' 

In 1897 the amount deposited was 1^74,253.98, 
withdrawn, 1^69,323.94. The net deposit was 
1^36,235.48, the average account, about 63 
cents. 

The Commercial Stamps Savings Banks were 
organized by the regular savings banks because 
their promoters believed that the cost of equip- 
ment would be more than repaid by the credit 
that would accrue to the banks from increasing 



INDIVIDUALISTIC SAVINGS AGENCIES 49 

the number of depositors. They hoped that 
by encouraging young people to save, a future 
clientage would be provided that would bring 
great profit to the banks. Forbes, Thomas 
& Co., stamp equipment manufacturers, pub- 
lished circular letters to advertise the system, 
their letters being addressed to employers of 
labor, to teachers and to their pupils, to retail 
tradesmen, to wage earners, and to mothers 
of families. The gist of each appeal was 
that the person making use of the stamp sav- 
ings system would receive some peculiar bene- 
fit from so doing. The system did not, however, 
prove a practical success, and four years ago 
the enterprise was abandoned, and out of 3 1 1 
banks equipped, not one is known to be con- 
tinuing the use of the system.^ 

The first bank to introduce the system was 
the Citizens' Savings Bank of Detroit, which 
in 1890 began the sale of stamps, and, as a 
result, in one year increased the number of its 
savings accounts from 720 to 5000. Though 
the bank intended to limit its workings to 

1 Report of William A. Forbes & Co., successors to Forbes, 
Thomas & Co., Detroit. 
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Detroit, such a demand came to it from mer- 
chants in other cities that it opened agencies 
in various places throughout Michigan. For 
a time the system was very popular, but in 
1893, owing to the financial panic, the bank 
discontinued the sale of stamps, the demand 
for them having greatly decreased, and it has 
not since resumed this branch of work. The 
cashier of the bank writes : " It is possible 
that we may take it up again in prosperous 
times. We discontinued it because the cost 
of administration requires a certain volume 
of business in order to make it profitable. It 
was only the panic that interfered with the 
steady increase in the volume of this business." 
The failure of the Citizens* Savings Bank, as 
well as of many other Western banks, to con- 
tinue the sale of stamps in a time of financial 
stress, shows how inadequate a purely com- 
mercial system is to meet the needs of the 
very small savers. A bank that studies its 
own interest rather than that of its depositors 
will sacrifice the welfare of the latter when- 
ever it realizes that the cost of administration 
is greater than the returns made to it by them. 
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The Provident Savings Bank of Baltimore, 
the first stamp savings bank established in the 
United States, was incorporated in 1886. Its 
threefold object is : to take the bank to the 
people; to make its hours convenient for 
them; and to receive small sums. As a bank, 
it is safe, convenient, profitable. It is in itself 
" a powerful promoter of thrift, and a constant 
enemy of extravagance and improvidence." 

The deposits are made in a way very similar 
to that described in the case of the Penny 
Provident Fund, and the same rules and con- 
ditions have to be subscribed to. A child may 
deposit in his own name, subject to his own 
withdrawal, or his deposit may be made in the 
name of some guardian. No sum less than 
three dollars of the principal may be withdrawn 
unless it be to close an account, and no interest 
is granted on sums amounting to less than five 
dollars, or more than three thousand dollars. 
The bank has no stockholders, and is con- 
ducted solely in the interest of the depositors, 
the profits arising from the regular savings 
department being used to support the stamp 
savings system. The bank not only has branch 
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offices in different parts of the city, but has 
forced its way into churches and clubs, Chris- 
tian associations and charitable agencies, — in 
fact, wherever there is felt to be a need for the 
promotion of thrift by offering aji easy means 
of saving. What distinguishes the working of 
the Penny Provident Fund and the Provident 
Savings Bank from other dime savings banks, 
is their aggressiveness. They work their way 
into places where money is scarce, and hunt 
diligently until they find the mites that in their 
keeping accumulate until they make an impos- 
ing total. The advantages of establishing a 
bank on a philanthropic-commercial basis are 
manifest, for the philanthropic impulse will 
assure the guarding of the interests of the 
depositors, and the commercial regulations will 
make the bank not only self-supporting but 
educational. 

One of the stamp savings banks has printed 
on its stamp cards such mottoes as: "See 
what the dictionary says about 'provident,'" 
" Pennies make dollars," " A penny saved is a 
penny gained." It is doubtful whether such 
axioms have any educational value, but it is - 
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unfortunate that on the reverse side of the card 
should be prmted in connection with other in- 
ducements to save : " Save for the flour club, 
save for the coal club." The fundamental ob- 
ject of a savings society, to make the users of 
it independent, can hardly be realized if the de- 
positors in it are encouraged to withdraw their 
money in order to invest it in a society that is 
conducted on a purely philanthropic basis. No 
matter how well managed the flour or coal club 
m?y be, it can but be a stepping-stone to higher 
forms of saving, and a step backward in eco- 
nomic life is made, when the depositor with- 
draws his savings to use such an agency as a 
medium for procuring for himself one of the 
necessities of life at less than the market rate. 
"The flaccid dependence of the coddled poor" 
can never be transformed into rigid indepen- 
dence unless the promoters of various kinds 
of charity read into their methods the simple 
rules of business life. 

Another error that has been made by a 
branch bank, one that is established in a boys* 
club, is to compute the interest on deposits, 
not according to the amount of the deposits, 
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but according to their number. This is done 
so as to encourage the boys to deposit often, 
as is also the permission given to friends of the 
club to add to the savings bank interest by 
gifts of money or other prizes. It is to be 
hoped that some one of the boys may have 
enough independence to refuse the gift as did 
a sturdy Englishman who, on being told by a 
savings bank collector that his rector, the 
treasurer of the bank, had added to the amount 
of his interest, so as to encourage him to save, 
would accept only the business rate of interest. 
The granting of a bonus destroys the intrinsic 
benefit of the act of saving, and is besides a 
useless expenditure of money, for it has been 
proved that those who save in small amounts 
do not need the inducement of interest. The 
money accumulates too slowly for the interest 
to be looked on as an important addition to the 
bank balance. 

As has been said, the time to ingraft thrift 
habits is when children are still young 
enough to be receptive of new teachings, and 
when they have not to unlearn thriftless 
habits. The intent to save has ordinarily to 
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be acquired, and the child who is taught that 
he must deny himself a present gratification 
in order to meet a future need, has learned a 
lesson in economics which will serve him as a 
valuable implement with which to cut for him- 
self a road to success in later years. The 
most important development of the stamp 
savings system is, therefore, its adoption as a 
part of the public school work. The move- 
ment to introduce the system has not as yet 
been very widespread, but great good has 
been accomplished wherever the teachers have 
taken the trouble to inaugurate the system 
and to carry it on. The Penny Provident 
Fund of New York has stations in eighteen 
public schools in New York City, and in pub- 
lic schools in New Rochelle and Plattsburg, 
New York, in Lakewood, New Jersey, in 
Greenwich and South Manchester, Connecti- 
cut, and in Evanston, Illinois. A very suc- 
cessful work in the public schools is being 
carried on in Lynn, Massachusetts, where the 
system was introduced as the result of the 
work of one woman. She presented the sub- 
ject to the school board and got permission 
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to have the teachers collect the children's 
savings. On certain days in each week the 
teachers sell the stamps before school opens 
or at recess. The principal of a school re- 
ceives from the bank a quantity of stamps on 
credit, — say $50 worth, — and as he sells the 
stamps he gets a fresh supply, paying for 
them with the money received for the last 
consignment. It is only at the end of the 
school year that a final settlement is made 
with the bank. The sole expense of the sys- 
tem is the printing of cards and stamps, 
and the pay of a bank clerk for one hour 
each day during the school year, and for 
an hour and a half a week during the vaca- 
tion. The clerk's salary is between $150 
and j?200 a year, and he is given desk room 
in the office of the Lynn Charity Organization 
Society. 

In Grand Rapids, Michigan, where the sys- 
tem has been introduced into thirty-two public 
schools, it is so simply conducted that not 
more than ten minutes is required by a teacher 
to complete the business at each weekly de- 
positing. Each child has his folder in which 
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he sticks the stamp that is given him as a 
receipt for the money handed by him to the 
teacher. After the sale, the money is put into 
a coin bag and is sent to the principal to be 
delivered by him to the bank messenger, who 
calls at each school for the deposits and re- 
turns to the principal an equivalent in stamps 
for the money received. The folders, coin 
bags, and stamps are furnished by the bank. 

Such a plan is so simple that it does not 
entail much labor on any teacher, though it 
necessarily gives extra work to a class of men 
and women on whose time great demand is 
made. It is, therefore, only when moved by 
a feeling of keen interest in the individual 
welfare of the pupils, and when the teacher 
realizes that his responsibility is not connected 
solely with the mental development of his 
charges, that he will be willing to undertake 
such a work. To the teacher that has been 
annoyed by the pupils* persistently buying 
cheap candy and cigarettes, it must be a great 
relief to see the pennies put into a savings 
bank. The opening of a savings bank account 
in a school has a direct effect on the sales of 
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the small candy shops in its neighborhood, 
and the owners of such shops are said to be 
the only enemies of the system. 

The first school savings bank was estab- 
lished in 1834 in France, — a country where 
it has long been realized, as Albert Shaw 
says, that "the multiplication of savings 
banks ... is a factor of prime importance 
in the conservation of the national wealth." 
In 1875, the system was introduced into the 
elementary schools of Paris, and at present 
the Epargne Scolaire collects 150,000 francs a 

■ 

year. The school savings banks have been 
very successful in Belgium, from which coun- 
try they have spread to other continental 
countries. In England after the education 
department issued circular letters calling the 
attention of the teachers to the importance of 
the school savings banks, their number in- 
creased during a year from 2629 to 6383. 
There, as elsewhere, these banks have proved 
to be valuable auxiliaries of the post-office 
savings banks, and the teachers have cordially 
cooperated with the school board and with 
the post-office savings banks in developing 
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the system. In Manchester,^ Birmingham, and 
Liverpool the school banks have been pecul- 
iarly successful. 

In 1885, Mr. J. H. Thiry of Long Island 
City introduced the system of school savings 
banks into one of the public schools of Long 
Island City. Within a year, his system, which 
was established after a careful study of the 
French, Belgian, German, English, and Italian 
systems, was in use in all the schools of 
the city. In his thirteenth annual report, Mr. 
Thiry states that his system is now in practice 
in seventy-six cities and villages in New York 
State, in Massachusetts, in Connecticut, in 
Pennsylvania, in New Jersey, in North Dakota, 
in Michigan, and in the state of Washing- 
ton, and that since 1885 1^530,319.58 has 
been deposited, 1^350,668.56 withdrawn, the 
balance in bank in March, 1898, being $\79r 
651.02. 

Mr. Thiry believes that the success of the 
system is dependent on the efficiency of the 

1 For an interesting account of the Manchester School Sav- 
ings Banks, see Report International Congress of Charities, 
Sec. 6, " The Organization of Charities," p. 384. 
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school tx)ard, on the zeal and untiring interest 
of the teachers, and on the cooperation of the 
savings banks. The object of the manage- 
ment should not be the accumulation of sav- 
ings, but rather the educating of the child in 
habits of thrift and self-denial. It should be 
made, therefore, an integral part of the school 
work, and should be undertaken always by the 
teacher and never by the bank collector. For 
the same reason the collections should be made 
during school hours, preferably at the opening 
of school on Monday morning, and the teacher 
should frequently point out the economic 
effect of the regular saving, and should make 
use of the opportunity offered, by instilling 
into the pupils the desire to become indepen- 
dent. If the teacher try to impress these 
broad principles on the children, there will 
be no danger of a spirit of miserliness being 
fostered. 

Some of the results of the introduction of 
the system are: more cheerful attendance of 
the pupils and less tardiness on Monday morn- 
ings ; a better understanding between teachers 
and parents ; an increase in the salaries of the 
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teachers (when the school board has appre- 
ciated the value of the ethical work done by 
them); and a realization on the part of the 
pupils of the value of self-restraint and of 
money. 

Miss Agnes Lambert, the English authority 
on school savings banks, gives three cardinal 
rules for the use of the promoters of the sys- 
tem, "(i) The utmost simplicity and safety 
of machinery ; (2) the minimum of labor and 
responsibility for teachers; (3) an educational 
exercise."^ Miss Lambert, M. de Malarce, 
the French promoter of school savings banks, 
Pastor Senckel, the German "Apostle" of the 
system, and Mr. Thiry in this country, advocate 
the abolition of the stamp system of collecting, 
as they severally feel that the direct system of 
deposit is more businesslike, and therefore 
more educational. One more point should be 
mentioned, that only the children's savings be 
received, and that the pupils be encouraged to 
deposit only what represents their own accu- 
mulations. Before the system is introduced 
into a school, circulars should be sent to the 

1 Agnes Lambert, " School Bank Manual," p. 7. 
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parents of the pupils, in which the system, and 
its object, is fully explained.^ 

At the risk of being tedious it must be 
repeated that the success of the stamp saving 
system is dependent on the vigilance and 
energy of its directors, and that unless con- 
stant efforts be made to stimulate thrift, the 
undertaking will be abortive, as has been 
shown in the case of the Citizens' Savings 
Bank of Detroit. It must, also, be appre- 
ciated that the opening of a stamp account 
does not make it at all certain that the deposi- 
tor will continue to save after the ephemeral 
interest of holding stamps has lost its charm. 
The experience of the Provident Savings Bank 
has been that but a relatively small number of 
stamp depositors transfer their accounts to bank 
books. 

Easy as it is, as has been shown, for any 
one to begin to save, and numerous as are 

1 " The Manual of School Savings Banks in the United States," 
with supplements, will be mailed on application to the editor of 
the American Banker, 29 Murray Street, New York, price fifty 
cents. The manual shows how a school bank may be most 
easily operated. It should be in the hands of every public 
school teacher. 
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the agencies of savings banks established in 
schools, churches, clubs, factories, workshops, 
and wholesale and retail stores, there is a class 
of people that is not reached by any one of 
these institutions, — a class to which no organ- 
ization as a whole can make an effective 
appeal. To such, a personal appeal must be 
made by a collector that will go directly into 
the homes of the poor and will return to 
them as persistently as does the rent col- 
lector or the insurance agent. Such a one 
has been called a "wandering conscience,'* 
and he should be the untiring reminder to 
the poor of the fact that with themselves lies 
the remedy for many of the evils which de- 
grade them. The savings collector must have 
a regular day for making a visit to a family, 
so that it may expect his coming and may 
feel the necessity of meeting his demand. 
He must be a rival of the insurance agent, 
who, with his insidious stories of the profits 
arising from the insuring of the lives of adults 
and children, makes a steady drain on the 
resources of the family. The Associated Char- 
ities of Boston reports that the Home Savings 
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Society " has been {in some wards) a suc- 
cessful competitor to the industrial insurance 
agent.'* 

In England the system of House to house 
collecting has become so widespread that there 
are but few churches in London that do 
not have some form of collecting savings 
banks as a part of their parish work. The 
system has found its way into the rural dis- 
tricts, and in one small town of two hundred 
inhabitants the collector has been most success- 
ful, going from one isolated home to another 
and reaching people that but seldom have the 
gratification of receiving a visitor. One old 
woman used to welcome the collector by saying, 
"Yes, Miss, I'll give, if it's only for the sake 
of seeing some one once a week," and another 
received with surprise her accumulated savings, 
saying, " It's like a gift, only it's better than 
a gift; there's such a relish with it." This 
old woman, at least, had learned that she 
"must be her own benefactor" if she is "to 
value the gift." 

The important rules that should be followed 
by any collecting savings bank are : — 
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1. That no interest be paid on the money 
held by the collectors," but that depositors be 
encouraged to transfer their savings to a bank 
as soon as $S, or possibly less, has been 
accumulated. 

2. That, as has been said, the visits of the 
collector be paid at some fixed time, Monday 
morning, for instance, or as soon after pay day 
as is possible. 

3. That the collector should realize that 
the system is merely a preparatory one for 
a higher form of saving, and that, therefore, 
no name be kept on his book simply because 
he has got into the habit of calling at a par- 
ticular house and finds it pleasant to continue 
to make visits when he knows that payments 
are sure. 

Most of the collecting societies are further 
regulated by the same rules that apply to the 
savings banks — such as that a week's notice 
be given before money can be withdrawn, 
that cards be presented in person to the bank, 
and that the amount represented on a lost 
card be forfeited. The Boston Home Savings 
Society requires that an order for money be 

F 
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countersigned by the collector, and this rule 
is also in force in the English societies. 
Where the mere rudiments of saving are be- 
ing taught and a fanlily is only gradually 
being taken from the class of dole receivers, 
it is necessary that there should be some super- 
vision of the spending of the savings. The 
Associated Charities of Boston considers that 
the growth of the Society has been extraordi- 
nary, and that it is due not only to the energy 
of the volunteer collectors, but to the fact that 
there are many persons who, though able to 
save, are too ignorant to make a beginning. 
In one of the wards, where the work was be- 
gun in 1887, the agent reports that one of the 
first families to join the Society now owns a 
house in the suburbs, and other agents report 
that families that had been receiving public 
and private aid now have their own savings- 
bank accounts. One such family has jjSss 
in bank; another has 1^36; and a third, ;J!20. 

A possible danger is that the collector may 
be looked on as a dun, but to avoid this the 
visitor must exercise judgment and tact. 

The system is so simple that it can be in- 
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troduced wherever there is a friend that wishes 
to visit the poor. Stamps may be got from 
the Penny Provident Fund or from any sav- 
ings bank that uses the stamp system, a few 
responsible people can organize a society and 
begin work with a small board of managers, 
which shall appoint collectors and a treasurer. 

In order to guard the interests of the poor, 
too great care cannot be taken in the choice 
of the collectors. The Orange Bureau of 
Charities has a paid collector, as have also the 
St. Paul Associated Charities and the Penny 
Provident Fund. It has been the experience 
of the last society that a paid collector is 
more successful than a volunteer, but it is a 
question whether he can carry to those on 
whom he calls the message of kindliness and 
fellowship that a good visitor can bear. 

A less educational form of saving than those 
mentioned is that represented by coal clubs, 
flour clubs, etc., — less educational, first, because 
there is a certain paternalism in getting people 
to save money not to spend it themselves, 
but to have it spent for them ; and secondly, 
because, though all such clubs are founded 
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in order to teach economy and independence, 
they cannot attain their end so long as they 
give a bonus to those that save, by selling at 
less than cost price or by charging nothing 
for the necessary current expenses. As has 
been said in speaking of the collecting sav- 
ings banks, this form of savings may be and 
is used as a preparation for higher forms 
of saving. It should, however, be carefully 
guarded against abuse, and the undue multi- 
plication of these agencies in any community 
should be avoided. Such clubs have a ten- 
dency to make their members extravagant, be- 
cause as the consumer does not buy the article 
he is using, he fails to realize its value. In- 
deed, these agencies are said to be inimical 
to thrift and seldom to serve as "stepping- 
stones on the way to stronger associations." 

In Baltimore the Thomas Wilson Fuel Sav- 
ings Society has done valuable work during 
the past seventeen years in teaching people 
to save in summer so as to buy coal for 
winter use. The Society has an endowment 
fund of ;^ 1 00,000, the interest on which covers 
the cost of operation and enables the Society 
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to sell coal in winter at less than what' it is 
bought for in summer.^ The money for coal 
is deposited by the poor during the summer 
months, in small weekly sums. In Philadel- 
phia, in addition to the Fuel Savings Society 
and other such organizations, which are gov- 
erned by regulations very similar to those of 
the Thomas Wilson, is a cooperative coal 
club^ which purposes to be more educational 
than those described. It charges each mem- 
ber a ten cent annual fee, and visitors go 
from house to house to collect the weekly 
sums deposited by the purchasers of the coal. 
The society is cooperative only in so far as it 
gives an opportunity to a number of people to 
buy coal in common at wholesale rates. If the 
members did their own buying and so controlled 
the finances, there would be real mutuality. 

Flour clubs, boot and clothes clubs, are man- 
aged in very much the same way as the coal 
clubs, and are rarely businesslike enterprises. 

^ The management is trying to make the cost of the coal 
equal the selling price. 

2 Many workingmen's clubs have made arrangements by 
which the members are able through cooperation to buy coal at 
wholesale rates. 
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Much of the energy that is being expended 
on the formation of such organizations could 
most profitably be directed into more perma- 
nent forms of usefulness. 

An interesting experiment in buying supplies 
at less than retail price is being conducted by 
the Wells Memorial Institute of Boston. The 
Institute makes arrangement with different 
large firms, so that its 15 15 members are en- 
abled to buy the necessities as well as many 
of the luxuries of life at a discount of from 
five to thirty per cent. The Institute also buys 
such supplies as coal, flour, tea, and coffee, 
which it sells to its members at wholesale 
prices. The saving to members last year by 
the buying of these articles from the Institute 
was $1048.72. 

The Medical Aid Association of the Insti- 
tute receives from its members monthly dues, 
— single persons, twenty-five cents ; husband 
and wife, forty-two cents; husband, wife, and 
all children under eighteen years, fifty-nine 
cents, — in return for which it guarantees the 
services of a first-class physician in times of 
sickness. Arrangements are also made to 
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give members medicines at cost price and to 
furnish the services of an oculist and a den- 
tist at discount rates. 

What effect the extension of such a sys- 
tem of buying and selling would have on 
the labor market, it is not possible to discuss 
here ; but any one who should wish to in- 
augurate such a scheme must remember that 
he is putting himself into competition with 
the retail trade. 

In considering the various phases of the 
savings bank system adapted to the needs 
of the poor, we have seen that there has 
been no demand made on the saver other 
than what is implied in the name. The bank 
has gone to the people and urged on them 
the necessity of laying by for future wants; 
but it has not asked its depositors to concern 
themselves about its management. It is edu- 
cational because it shows an improvident class 
the need of foresight ; a thriftless body the 
utility of being frugal. It is educational 
because it teaches men to be independent, 
and trains children to recognize the power 
they have of accumulating a small capital. 
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Further than this it cannot and does not go. 
It reaches the individual as an individual, 
not as a member of an organization. There 
is, however, a higher form of saving, which 
goes further than the savings banks and 
trains its supporters to an understanding of 
business methods and to an appreciation of 
joint responsibility and mutual dependence. 
It creates a "consciousness of kind,'* a con- 
sciousness that will make the individual re- 
alize what are his duties as a member of a 
community, and that will gradually raise him 
to a higher social level. It does not work 
any revolution, it does not create suddenly 
any new force, but it must slowly affect the 
condition of those that are taught to help 
one another while helping themselves. Such 
is the work that should be and is done by 
building and loan associations, people's banks, 
and friendly societies, if the primary object 
of their existence is not lost sight of through 
the cupidity of individual members. It is 
hoped that it may be shown in the following 
chapters that the best of these associations do 
fulfil the hopes of their promoters. 




CHAPTER IV 

COOPERATIVE SAVINGS AND BUILDING-LOAN 

ASSOCIATIONS 

Three years ago in an address delivered at 
Yale one of the justices of the United States 
Supreme Court said that the building and 
loan association is bringing together the 
laborer and capitalist and is "strong to im- 
prove the condition of the wage-earner by 
making him a persistent saver and ultimately 
a capitalist," and that " it is teaching the cap- 
italist to enter into the cooperative spirit with 
the laborer.*' 

The advocates of these associations claim 
that there is no spirit of anarchism in Phila- 
delphia, the city in which the movement to 
organize building and loan companies had its 
rise, and that in 1879^ no one of the stock- 

1 The American Social Science Association reported that in 
1878 the Philadelphia associations felt the pressure of the times 
less than most business concerns. 

73 
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holders joined in the great strike. They 
also allege that the only effect the panic of 
1893 had on these associations was a tem- 
porary retarding of their growth, and they 
declare that they are now recognized as 
being a permanent and valuable economic 
feature of this country, and that their man- 
agement has been so conservative that one- 
tenth of one per cent will fully cover the 
loss that was sustained by them between 
1 880-1 890. Whatever may or may not be 
claimed for such institutions, it is true that 
there are more than 6000 building and loan 
associations in the United States. In the 
Ninth Annual Report of the United States 
Commissioner of Labor, it is shown that in 
1893 there were 5838 associations in the 
United States, which had paid into them, 
as dues and interest on loans, i8!4SO,667,S94 
by 1,745,725 shareholders, one-fourth of whom 
were women.^ In a supplementary report^ 

1 Ninth Annual Report of the Commissioner of Labor, 1893, 
" Building and Loan Associations," p. 14. 

^ Bulletin of the Department of Labor, No. 10, May, 1897, 
P- 370 sq. 
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it is stated that New York State has 383 
societies, with i ,4 1 4, 1 66 shares outstanding ; 
Pennsylvania, 1131, with 1,796,311 shares out- 
standing; Illinois, 726, with 2,330,436 shares; 
Indiana, 502, with 814,811 shares; and Massa- 
chusetts, 119, with 461,913 shares. 

These figures prove that whatever may be 
the effect or the tendency of what the English 
call an American experiment of " building up of 
homes for the people,*' the movement is one 
that has appealed to the workingman, and has 
had in this country greater success than any 
other form of cooperation. 

The first building association was introduced 
into the United States from England in 1831, 
but it was not until the decade between 1840- 
1850 that the development of such societies 
became marked. 

The various societies formed to give the 
workingmen of small incomes a safe place in 
which to deposit their surplus earnings and 
from which to draw their prospective savings, 
have been known as building associations, build- 
ing and loan associations, savings funds and 
loan associations, homestead aid associations, 
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cooperation savings and loan associations, co- 
operative banks, and cooperative savings and 
building-loan associations. The last name is 
the one that Mr. Seymour Dexter, an author- 
ity on the subject, considers most comprehen- 
sive, for it defines almost exactly the object 
of such associations. It is, however, as are 
the other titles, misleading in one particular, 
for it suggests that loans should be made only 
to encourage the buying of homes, though 
loans may be made for any legitimate busi- 
ness purpose. 

In a limited space it is impossible to give an 
adequate description of the work of the ** com- 
pulsory savings banks'* or to draw even an 
outline of the various phases through which 
they have passed. The divergences between 
the different societies are great and important, 
these divergences having been caused by the 
varying needs of the different communities in 
which the organization has been founded, and 
by the operation of the laws of the forty-four 
states and territories that have passed special 
acts to govern the formation and the manage- 
ment of such societies. The many promoters of 
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building associations have likewise had differ- 
ent conceptions of the scope of the institutions. 
All those, however, who have been disinterested 
in their efforts to organize a democratic institu- 
tion, by means of which men mutually inter- 
ested in providing for their future needs may 
find a safe and profitable place in which to 
deposit their surplus earnings and from which 
to borrow money to be repaid from future sav- 
ings, have been guided by the cardinal principle 
that such associations must offer to the de- 
positors and the borrowers, safety, equality, and 
simplicity. It is essential that every depositor 
should be assured of the safe keeping of his 
money, that he, whether borrower or non- 
borrower, should have an equal share of the 
profits and an equal right with other members 
to take part in the management of his associa- 
tion, and that he should be able to understand 
clearly the regulations that govern it. The 
observance of these fundamental rules will 
make sure that there shall be no preferred 
class and will assure to each member a full 
share of all the benefits — financial and educa- 
tional — that the society can offer. 
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Owing to the great success of the local build- 
ing and loan associations, there was formed in 
1886, in Minneapolis, a national association^ 
which has been the forerunner of 240^ other 
associations of a like character. 

These associations have a bad reputation 
because many of them have been mismanaged 
and are conducted in an expensive way; the 
cost of operating one of the large New York 
associations being over twenty per cent of re- 
ceipts.2 It is said in the report above men- 
tioned, that the prejudice against National 
Associations is being overcome, and that as 
a rule they are conducting their business with 
integrity;^ but even though their management 
be above reproach, they cannot be rivals for 
our consideration with the local societies ; they 
must always expend a large proportion of their 
receipts for running expenses, and can never 

^ Report of the Commissioner of Labor, p. 14. 

2 The New York State League of Cooperative Savings and 
Building Loan Associations stated at its annual meeting, July, 
1897, ^^^ ^^ "^^'^ of expenses to assets as shown by the statisti- 
cal table is : National, .39 % ; locals, .08 % ; or almost five to 
one. 

^ Report of the Commissioner of Labor, p. 16. 
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be in any real sense cooperative. That they do 
try to be national prevents them from being suc- 
cessful in bringing their membership into mutual 
relationship. The national cooperative building 
and loan associations are anomalies, because 
they are not and cannot be mutual in character 
or democratic and economic in management. 

As Philadelphia is the city in which the 
building and loan movement had its rise and 
in which it has taken firmest hold, it is well 
to consider the Philadelphia system with some 
care. The origin of the plan was the reali- 
zation of the fact that the poor man should 
by his own efforts become independent, and 
that as he could not, alone, command capital, 
he must call on his fellow-workmen to join 
with him to make small sums of money rep- 
resent a large total. The influence of this 
mutual dependence of men whose small accu- 
mulations of savings represented, necessarily, 
much self-denial, could but have the effect of 
developing such civic virtues as neighborliness, 
sobriety, and morality, and such economic ben- 
efits as come from raising the standard of 
life by individual exertion. 
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The first step to be taken by a prospective 
building association is, therefore, the bringing 
together of men who live within a limited 
area of a city. After each has signed his 
name to a preliminary agreement, by which 
he binds himself to further the organizing of 
the society, he writes the number of shares 
to which he is willing to subscribe, and ar- 
ranges with his co-workers to call a meeting for 
those who may wish to join the association in 
its initial stage. The only paid official should 
be the secretary, — the treasurer may be given 
a salary if the work be heavy, — - and his com- 
pensation should be gauged by the amount of 
business he is called on to transact. The 
other officers should render gratuitous ser- 
vice, being actuated by a desire to make the 
association a practical success. It must be 
determined whether the shares are to be is- 
sued in series or simply in one series, and 
what number of shares each member is en- 
titled to hold. As the terminating or single- 
issue plan necessitates that the association be 
dissolved when the shares mature, it is now 
generally superseded by the serial plan, which 
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arranges for a reissue of shares cither annu- 
ally or semi-annually. In Philadelphia, the 
maturing value of a share is !S!200. If a man 
wish to become a member of an association 
that is just about to issue shares of the matur- 
ing value of ;S!200, he will pay an initiation 
fee of 25 cents, to cover the cost of the pass- 
book, etc., and his first instalment of monthly 
dues, amounting to jjii. If the man fail in 
his payment at any monthly meeting, he is 
fined 10 cents, or ten per cent of the amount 
due. Dividends are declared annually, semi- 
annually, or quarterly, •but the profits, instead 
of being handgd to him, are accredited to his 
account, so that his share may mature in 132 
or 144 months. He will have to deposit 
therefore in monthly dues only about three- 
fifths of the face value of his share. If at 
any time he find it inconvenient to continue 
to meet the monthly payment of $1, he may, 
after giving thirty days' notice, withdraw his 
deposits, and will receive the full amount of 
his savings and a proportion of the accrued 
interest. Shares are transferable, a small fee 
— 25 cents per share — being charged by the 
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association for so doing. The association never 
should, however, lose sight of its prime object, 
the loaning of money to members. The money 
is sold at the monthly meetings, and each mem- 
ber has the right to borrow an amount equal 
in value to his matured share or shares. As 
there may be more would-be borrowers than 
available capital, each successful borrower may 
have to pay a bonus for the privilege of get- 
ting a loan. He that is willing to give the 
highest premium for the use of the money will 
become the successful borrower. The ques- 
tion of the way in which the premium shall 
be charged against the borrower is one that 
has caused great discussion amongst the vari- 
ous associations, and it has been answered in 
many different ways. A sound principle is 
that the premium should be looked on merely 
as a bonus given by the person that can make 
most profitable use of the money, and that, 
therefore, if there be no competition between 
the borrowers there be no premium charged.^ 
Every borrower must give as security for 

1 In some of the New York suburban towns associations 
have been lending money to the members without premium. 
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his loan not only the value of his matured 
share, but a first mortgage on real estate, or 
government or other bonds. In some cases, 
an assignment of the stock, on which there 
has been paid in more than the amount of the 
loan, is taken as security. It seems as if it 
were impossible for a workingman to give a 
mortgage on real estate as the security for a 
loan, until it is appreciated that the mortgage 
may be placed on the property that he buys 
with his borrowed capital. The very fact that 
he has bought a home gives the association 
the best possible assurance that he will do his 
utmost to meet his obligations. As soon as 
the loan is made, the borrower begins to cancel 
his indebtedness. He continues to pay his 
monthly dues on his unmatured share, in 
addition to which he pays interest on the loan, 
so that when the share matures, his debt is 
cancelled. He has never had to meet a day 
of reckoning, but by slowly accumulating small 
sums of money has met his monthly payments. 
No member may borrow more than a sum 
represented by the face value of his share or 
shares, so the matured value of the share 
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must always be at least equal to the loan. 
A lesser sum than that represented by a share 
may be borrowed, and repayments may be 
made by instalments, so that the debt can be 
cancelled before the share has matured. As 
the share loans are one of the great factors 
in the usefulness of the associations, their value 
to members in helping them to meet some 
pressing need should never be lost sight of. 

Only members are entitled to become bor- 
rowers, but as any reliable person may, in 
order to negotiate a loan, join an association 
by paying back dues on the last share issued 
by it,^ there is no barrier offered to a man*s 
becoming a member of an association for the 
purpose of raising money on good security. 

Edmund Wrigley ^ gives the following table 
to show the cost to a workingman of buying a 
house by means of a building and loan Associ- 
ation. He is supposed to have borrowed on 
six shares in order to buy a ]S!iooo house, on 
which there is a jjisoo ground rent. As a 

^ An interest charge is sometimes levied on back dues. As 
new shares are issued at short intervals this charge is not heavy. 
2 "The Workingman's Way to Wealth," p. 59. 
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premium of twenty-five per cent was charged 
for the loan, he received only $900. 

Yearly ground rent or interest $30.00 

Taxes, etc. (about) 20.00 

Yearly total of monthly dues and interest to 

the association at $12 144.00 

Yearly interest on $100 advanced by himself 6.00 

Total yearly expenses as owner .... 200.00 
Former rent as tenant 180.00 

Yearly difference $20.00 

According to this table he will become in 
eight to eleven years the owner of the prop- 
erty, having made no further outlay than is 
represented by the annual ;S!20. No mention 
is made in Mr. Wrigley's calculation, however, 
of the cost of repairs to the house, nor of the 
character of the building; and the sum men- 
tioned for taxes, etc., is smaller than is usual 
on a house of such value. 

Henry S. Rosenthal^ gives the following 
estimate of the cost of a $500 loan, dues $1 
per week, dividends eight per cent per annum 
on amount deposited, premium on loan 5 cents 
per week, interest on loan six per cent per 

^ '* Manual for Building Associations," p. 142. 
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annum, time required for payment, nine years 
and twelve weeks : — 

Totalinterest paid $153.26 

" premium " 24.00 

** cost of loan 177.26 

Total dues during 9 years, 12 weeks . . 480.56 
Dividends 1944 

Credits $500.00 

If a man be unable to meet his payments, 
his mortgage is foreclosed, but according to 
the Report of the Commissioner of Labor ^ 
the total number of foreclosures for 5206 
local associations was but 7765 ; total amount, 
$11,031,394, loss to the associations, $441,106. 
Though a man that is six months in arrears 
for dues may be considered to have forfeited 
his deposits, the directors are often very 
lenient in settling the accounts of members 
that have been unavoidably prevented from 
meeting the payment of their dues. 

The conditions necessary for the success of 
an association such as has been outlined, 
are, a community of wage-earners or persons 

^ ** Report of the Commissioner of Labor," p. 306. 
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with small incomes, and an element of per- 
manency in the local enterprises from which 
the incomes of the members are drawn. Re- 
liable and devoted persons must be in charge, 
and care should be taken to make the expense 
of management small, so that the profits of 
the association, arising from interest on loans, 
premiums, fines, transfers,' entrance fees, and 
profits on withdrawals, may go to the members. 
To ensure the cooperation of the members, 
meetings should be held monthly, and at these 
meetings dues should be payable and loans 
made. The monthly meeting has been said 
to have somewhat of the educational value 
of the New England town-meeting, but it is 
difficult to assure attendance, and the experi- 
ence in many places is similar to that of the 
New York associations. In the city of New 
York at least one-half of the membership of 
all the associations is said to be indifferent 
to the management of their societies, and a 
society of three hundred members was unable 
recently to bring together more than three 
members, outside of the board of management, 
to make a radical change in the constitution. 
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The advantages of a system such as has 
been described are, that it gives each member 
a voice in the management of his association, 
that it makes it easy for persons of limited 
income to accumulate capital, and that it 
furnishes a safe place of deposit for regular 
savings. Two additional points of special im- 
portance are, that it teaches the industrial 
classes how to manage their own property 
and gives them the power of securing in ad- 
vance the benefit of their earnings. 

This system is in favor in Philadelphia and 
New York, but in the West it has been super- 
seded by the Dayton plan, which is said by 
its advocates to be much more comprehensive 
than the other system. According to the 
Dayton plan^ a fresh series of stock may be 

• 

issued at any time, so that a newly elected 
member need not be called on to pay back 
dues. Regular and uniform payment of dues 
is not required, and no fines are levied on 
the non-borrowers. For the convenience of 

^ It is said that a larger proportion of the population of Day- 
ton belongs to building and loan associations than of any other 
city of the United States. 
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members the office is open at all times, and 
earnings are divided semi-annually and are 
subject to withdrawal. It is easy to see that 
each of these conditions must appeal to the 
members, and that the plan is more flexible 
and better adapted to meet the requirements 
of such persons as draw variable incomes. It 
lacks, however, the disciplinarian effect of the 
serial plan, and cannot be as educational. 
The building and loan associations can, more- 
over, never be the savings banks of persons 
that receive uncertain incomes, for it is es- 
sential that a member should have an approxi- 
mate notion of what he will be able to save 
from month to month. 

Building and loan associations are not rivals 
of the savings banks. Their functions are 
different and they appeal to a different class 
of savers. They should, however, be co- 
workers, the one encouraging the working- 
man to save, the other acting as a spur to 
thrift. The one meets the needs of the men 
that have fluctuating incomes and are likely 
to move from place to place; the other is 
ready to supply the demand of those that are 
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drawing regular wages and are not likely to 
change their residences. 

As the savings banks have a fixed debt the 
interest given by them is generally lower than 
that given by the building and loan associations, 
and the members of the latter are constantly 
lowering their indebtedness by the monthly in- 
stalments received on the loans. The repay- 
ment of the loans is assured because the homes 
of the borrowers are given as security. The 
successful management of a savings bank de- 
pends more on skilful investments than does 
that of a building association, and it must hold 
a larger reserve fund. There can be no run 
on a building and loan association, for the 
constitution of each declares that no loans are 
made in excess of a certain per cent of all the 
paid-in capital, and all loans have to be can- 
celled by the matured shares, so that in a well- 
managed association there must be a sufficient 
fund on hand to pay off the matured shares. 

The risk of belonging to such associations 
lies in the fact that they may be managed 
by a class of persons that has but small busi- 
ness experience. It may, therefore, be easy 
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for a few crafty speculators to get control of 
the savings of a confiding body of working- 
men. It has also been said that they tend 
to make labor immobile. In a country where 
there is constant change in the methods of 
production, caused by the evolution of ma- 
chinery, the workingman may need, in his 
effort to get work, to change his locality, and 
may find it a disadvantage to be tied down 
by the ownership of a house. If this argu- 
ment were to be logically applied, it would 
tend to discourage the ownership of property 
in any community, and would make a large 
body of workingmen mere rolling stones. 
Whatever may be the possible dangers in- 
herent in the system, and carefully as such 
dangers should be guarded against, an institu- 
tion that encourages men to help themselves 
is a valuable one. It is a great incentive to 
a man who must live on the margin of a bare 
livelihood to feel that he can, by taking weekly 
or monthly a small sum from his regular 
wages, provide for a probable future need, or 
gradually buy a house by letting his associa- 
tion be his rent collector until he has freed 
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his homestead from debt. Then in his middle 
or old age he will have learned to appreciate 
the motto of the United States league of build- 
ing and loan associations, — "The American 
home, the safeguard of American liberties.** 

Before a building and loan association is 
started in any community, the promoter should 
carefully consider whether or not there is al- 
ready in the town or city in which he lives a 
sufficient number of associations to meet the 
demand. In many places the success of these 
societies has caused an uncalled for increase 
in their number, so that fconsolidation is 
needed to ensure healthy growth. One point 
further may be mentioned, which is, that in 
questioning the status of any society, it is 
very important to find out whether the ac- 
counts are audited regularly by competent 
business men (many states require that the 
associations be examined annually or bienni- 
ally by state officials), and whether the attor- 
ney is an experienced lawyer. 

The annual reports and the constitution and 
by-laws of such organizations as the Working- 
men's Cooperative Bank of Boston, the presi- 
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dent of which is Mr. Robert Treat Paine, the 
Englewood Mutual Loan and Building Asso- 
ciation of Englewood, New Jersey, and The 
Thrift, a Savings and Loan Fund of Brook- 
lyn, New York, can give valuable aid to such 
persons as wish to help the workingman to 
form similar associations. The associations 
mentioned, and many others, prove that phil- 
anthropic energy may be directed towards 
helping workingmen to get their own homes 
by a safe and easy investment of regular 
savings. 

There is one loan association that needs to 
be specially mentioned because it differs in 
several particulars from any class that has 
been described. The Dime Savings and Loan 
Association of Indianapolis, whose first presi- 
dent was Mr. Oscar C. McCulloch, was organ- 
ized in 1887. It was established so as to be 
an adjunct to the work of the Charity Organiza- 
tion Society of Indianapolis, and was intended 
to combine " all the features of a savings bank, 
all the benefits of a building association." No 
fines were to be exacted for non-payment of 
weekly dues and no withdrawal fees were to 
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be charged. A large balance was to be kept 
in the bank for the use of the non-borrowers, 
who might wish to draw on their savings with- 
out giving notice, and each member was to 
be entitled to borrow a sum equal to the face 
value of his share, repayments for which 
should be made at the rate of twenty-five 
cents a week for each sum of $ioo or fraction 
thereof, unless a higher premium than ten per 
cent had been bid for the use of the loan. If 
more than ten per cent were charged, a pro- 
portional increase in the weekly instalments 
would have to be met. The value of each 
share was to be j^25, weekly dues ten cents. 
The association has practically made but little 
effort to encourage borrowing, the amount 
that has been loaned on real estate having 
been only 1^3,052. 27. The special feature of 
the work of the society is the method of 
collecting the dues. The Charity Organiza- 
tion Society employs a collector at its own 
cost, to go in a buggy from house to house 
to receive the savings of the members of the 
Dime Savings and Loan Association. The 
collector is able to make as many as 223 
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visits a day — the average is about 175 — 
and to collect dues varying in amount from 
ten cents to $1, One of his reports shows 
that he collected in one day 1^25.87 from loi 
persons, and that he accepted any amount 
of money that was offered him, no stress 
being laid on the fact that the nominal 
weekly dues of the society are ten cents. 
It has been a great surprise to the asso- 
ciation that "the more stringent the times, 
the greater effort the people make to save," 
and during the continued business depression 
of the past three years, the subscriptions have 
been steadily increasing. 

Some months ago an effort was made to 
have the depositors come to the office, but it 
was unsuccessful. 

Dr. E. R. L. Gould, in an article on the 
" Economics of Improved Housings,'* ^ says, 
that though "cooperative building and loan 
associations have rendered most valuable in- 
dividual and social service . . . they present 
three leading drawbacks." First, the expense 
to the borrower is greater than need be, the 

1 Yale Review, May, 1896. 
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lender rrettinr: enhanced profits at the expanse 
of the horrower ; secondly, business skill of a 
hirrh order is not always available for the 
management ; and thirdly, that if the bon'ower 
die before his term payments are completed, 
his iamily is often obliged to smrender the 
propert}* at a frnanria.1 loss. A scheme that 
is said in this article to be ** the cheapest, fair- 
est and most effective " ever carried into prac- 
tice is one very simTlaT to that now being tried 
by the CzTi' and Suhurham Homes Company 
of Kni' Yorl: Cih\ The main featm'es of the 
plan are based on an experiment that has 
been snccessfnily made in Belgium. In 1889 
was passed in that country a laborers' dwell- 
ing act^ which gives to the General Savings 
Bank, a semi-official institution, the authority 
to loan at a reduced rate a part of its reserve 
to local building and loan associations. The 
law also proA-ides for the creation of com- 
mittees of patronage, which are appointed in 
each district as semi-official bodies on good 
works "to encourage the development of 

1 Eighth Special Rqx>it of the Department of Labor, 
"Housing of the Working People," j^ 13J-152. 
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thrift and of life insurance as well as loan 
companies and mutual relief and pension 
funds/' The most important feature of the 
law, and the one that has been introduced 
into this country by the management of the 
City and Suburban Homes Company, is "the 
institution of life insurance in connection with 
the repayment of loans." 

The City and Suburban Homes Company 
dpes not act as the agent of any national or 
private bank, nor are its operations supervised 
by any officially appointed committee, but as 
has been said it has adopted, as an essential 
feature of its work, the principle that all pay- 
ments for a home shall be rendered certain, 
even in the event of the death of the pur- 
chaser before his instalments have been com- 
pleted, by making it compulsory for every 
successful applicant to write an insurance 
policy. This company was organized in 1896 
with a capital stock of ;J! 1,000,000, divided 
into j^io shares.^ Five per cent dividends are 

^ The capital stock is now $2,cxx>,ooo, and the average price 
of -the cottages already sold is about $3100. "This includes 
cost of land, buildings, grading, paving, curbing, macadamizing, 
sewers, and all improvements." 
H 
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guaranteed to the stockholders, and any further 
profits that accrue after meeting this charge 
and that of the reserve fund, ten per cent, go 
to the improvement of the property. It is 
hoped that workingmen, especially those that 
are purchasing homes of the company, will 
become shareholders. The houses owned by 
the company are divided into two classes, city 
tenements and suburban cottages. It is the 
latter class that is of peculiar interest to us. 
The homes vary in cost from $1000 to j^2000, 
and are built so as to be suited to the needs 
of workingmen and clerks that receive salaries 
of from $800 to ;J!i500 a year. If after care- 
ful investigation an applicant is found to be 
satisfactory, morally, mentally, and physically, 
his name is enrolled on a waiting list, and 
after one hundred eligible applications have 
been made, a lot of ground is chosen and 
specifications are handed to each prospective 
buyer. If possible, an applicant pays in cash 
ten per cent of the purchase money, if not, 
he is enabled to borrow the necessary sum 
from the National Surety Company of New 
York. Each purchaser must take a life insur- 
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ance policy for twenty years reserve settle- 
ment, and this policy is payable to the company 
if he die before the payments on the house 
have been completed. As the policy has a 
cash surrender value after premiums have 
been paid on it for three years, the company 
can partly reimburse itself if there be any 
default in the payments on its property. The 
buyer is given the option of completing his 
payments on his house within ten, fifteen, or 
twenty years, but the last length of time is 
considered the wisest as it gives a man draw- 
ing a small salary a sufficient time in which to 
meet his obligations. The full charge for the 
property includes instalments of the principal, 
interest on deferred payments, and life insur- 
ance premiums, which are payable monthly, 
and, as has been calculated, should not, in- 
cluding cost for taxes and repairs, exceed 
twenty-five per cent of a man's income, based 
on a salary of $1000 per annum. The buying 
of homes by young men is encouraged, as the 
cost for insurance is less for them than for 
older buyers, and they are assured that if the 
necessity should arise for their changing their 
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residence on account of the exigencies of labor, 
the company will make an equitable settlement 
with them. In the event of a man's death, 
any surplus that may be left after the charges 
against his policy have been met, is handed 
to his family ; but if he live till the payments 
are completed, he has, in addition to his un- 
encumbered house, a life insurance policy that 
will assure him either an annuity in old age 
or an adequate death benefit for the use of 
his heirs. Great care is taken to prevent any 
speculating on the part of the purchasers, and 
without the consent of the company, no sub- 
letting or renting of the property is permitted.^ 

The first site selected by the company for 
its suburban cottages is Homewood,^ a tract 
of 530 lots within six miles of the City Hall. 

The workings of the company can be in- 
definitely extended, for they need to be limited 
only by the number of eligible applications. 
This system is one that may be introduced 
into any large city, and the growth of the 

^ See " New York's Great Movement for Housing Reform," 
Review of Reviews ^ December, 1896. 

* See " Homewood," a model suburban settlement, Review 
of Reviews^ July, 1897. 
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New York plan should be carefully watched, 
therefore, by all ■philanthropists that are inter- 
ested in the great question of how to provide 
better homes for the people. Even though 
better housing has a direct relation to thrift, it 
is not possible here to speak in greater detail 
of the admirable work that is being done in this 
direction in some of our large cities, but atten- 
tion may be called to one other scheme which 
seems to call forth the savings of the small 
wage-earner. In 1896 the East Side Settle- 
ment of New York City organized a Coopera- 
tive House Owning and Industrial Company, to 
give to citizens living in flats an opportunity 
of owning their homes. As in the City and 
Suburban Homes Company, the shares were 
but %\o, and these were payable in instal- 
ments, and might be subscribed to by the 
tenants of the company as well as by other 
workingmen. 



CHAPTER V 



people's banks 



In discussing the cooperative savings and 
building -loan associations we have seen that 
they differ from the savings banks in three 
important points : they are managed by the 
class that invests in them, they make saving 
compulsory, and they make it easy and profit- 
able for their members to borrow. Statistics, 
however, show that in spite of this last induce- 
ment, only one-fourth ^ of the members of these 
associations are borrowers. The borrower in 
the majority of cases uses his loan to purchase 
a house, and though he is gradually relieving 
himself from the demands made on his income 
by a landlord, and will, when his share matures, 
have become possessed of property that is only 
encumbered by the necessary outlay for taxes 

^ Per cent of borrowers in associations reporting, 26.25; 
local, 29.83; national, 13.77. Report of the Commissioner of 
Labor, 1893, " Building and Loan Associations," p. 15. 
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and repairs, he is not making his money repro- 
duce itself. Such societies do not therefore 
make a very large number of capitalists, and 
are only in a small measure recruiting the 
capitalistic class from beneath. 

The People's Banks of Germany and Italy 
are really making their members not only the 
holders of their own savings, but their own 
bankers and financiers. They are teaching 
the poor to look on savings not as a mere pos- 
session, but as "an implement of work," and 
on money as an article that is "well worth 
hiring at a price." They differ in two very 
important particulars from our building and 
loan associations, for they reach a poorer 
class of people, and they do business mainly 
with borrowed capital instead of confining 
their operations to the lending or the invest- 
ing of capital furnished by the membership.^ 
The aims of the banks are : economic — to 
enable the economically weak to make them- 
selves financially strong by the power of com- 
bination; moral — to bring neighbors together 

1 " Cooperative Credit Associations in Certain European 
Countries," United States Department of Agriculture, p. 112. 
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by teaching them the community of interests, 
and to develop character by showing the need 
of self-restraint ; educational — to train in busi- 
ness methods and in the appreciation of the 
value of money. In the most natural way the 
economic instincts are appealed to first, and 
on the foundation of material interests is built 
a firm superstructure. The objects of the 
banks are: to extend the leading forms of 
cooperation ; to make " association a means 
whereby credit may be got on reasonable and 
easy terms by persons who individually could 
obtain it, if at all, only on difficult and usuri- 
ous conditions " ; ^ and to borrow money in 
order that it may be lent to the members. 

In establishing people's banks the cardinal 
rules have been : " Maximum of responsibility, 
minimum of risk, maximum of publicity." To 
secure the first, unlimited liability has been 
accepted by the members; to secure the sec- 
ond, the membership has been carefully 
guarded and the banks have been allowed to 
invest in no speculative enterprises; to assure 
the third, the actions of the banks have been 

1 "Cooperative Credit Associations,'* p. 21. 
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made public and the membership has been 
confined to a district within which each mem- 
ber can be well known by every other member. 
It is believed that an enduring union of forces 
is better secured by the creating of security 
than by the mere bringing together of " driblets 
of means." Since, therefore, the moral stand- 
ing of each member is considered much more 
important to the bank than his financial, his 
trustworthiness is brought in question rather 
than his money worth, his intrinsic rather than 
his extrinsic value to his community. The reli- 
ability of a borrower is the fundamental con- 
sideration, because the essential feature of the 
system is the establishment of the policy of 
repayment. There must be " Vigilance, careful 
examination alike of the borrower and of loans ; 
enforcement of conscientious application and 
conscientious repayment of the money lent." 
The result of the enforcement of these simple 
rules has been that the industrious poor have 
been proved to be as good creditors as the 
rich, and in localities where there seemed to 
be no penny of ready money has mysteri- 
ously come forth sufficient capital to create 
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new industries, and to restock and refertilize 
the impoverished soil. In reading Mr. Wolff's 
fascinating book on people's banks ^ we feel 
as if he were describing the work that has 
been done by some good genius, until by 
the accumulation of evidence we learn that 
no power has been at work other than that 
which teaches people to help themselves and 
to avail themselves of the opportunities that 
lie at their doors. 

The great pioneers of the people's bank 
movement in Germany were Schulze-Delitzsch 
and Raiffeissen. They severally appreciated 
that any system to be successful must be shaped 
to meet the needs of the class among which it 
is applied. They knew that cooperation is 
something higher than mere working together ; 
that real cooperation means a willingness to 

1 « People's Banks : A Record of Social and Economic Suc- 
cess," by Henry W. Wolff. P. S. King & Son, London, 1896. 
In this chapter the author has made numerous quotations from 
Mr. Wolff's book. It is recommended that those who are inter- 
ested in the subject read ** People's Banks " in full, and that 
any one who may contemplate inaugurating such banks read, 
also, his small manuals: ** Village Banks" and "A People's 
Bank Manual." P. S. King & Son, London; price, twenty 
cents each. 
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subordinate personal advantage to the general 
good ; and that if cooperation is to become an 
economic force it must have some higher ideal 
than mere economic gain — it must be inspired 
by an ethical motive. 

The first Raiffeissen loan bank was founded 
in 1849 in a little German village, and not until 
five years later was a second founded. In 1862 
was a third venture made, but by 1891 the num- 
ber of these banks in Germany had grown to be 
885. In 1893, the year of the terrible drought, 
they proved their great usefulness by the way 
in which they came to the assistance of the dis- 
tressed husbandmen, to whom they were able to 
render more practical help than was the State 
itself. In 1896 their number was 2169, and 
they could personally boast that " Neither mem- 
ber nor creditor has ever lost a penny " through 
us.^ 

In the formation of such banks the first con- 

1 Mr. C. R. Henderson, in " The Social Spirit in America," 
p. 158, says, " In forty-three years no member or creditor (of 
a Raiffeissen loan bank) has lost a cent," and Dr. Ely considers 
it ** doubtful if in America any one kind of business can show 
so small a proportionate number of failures as the Cooperative 
German Unions." ** Cooperative Credit Associations," p. 45. 
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sideratioR is whether each member is reliable. 
The members as a body, as well as individually, 
are interested in protecting the moral standard 
of their bank, because they know that each is 
pledged to share the burden of loss thrown by a 
defaulting member on the bank. To assure a 
thorough knowledge of the moral standing of 
every member, the operations of the bank must 
be confined to a limited district, and each 
application for membership must be carefully 
scrutinized. No distinction is recognized be- 
tween the different members, but it has been 
found advisable to have a few rich men in each 
bank, and as they have to bear the brunt of the 
liability, they have often been given a principal 
part in the administration. A rich man may 
help a rural bank by contributing a small gift 
toward the expense of starting and by making 
deposits so as to attract other savers; but his 
chief usefulness can lie in sharing the common 
liability and by taking part in the administra- 
tion, provided no spirit of patronage be intro- 
duced and the " cardinal principle " of the bank, 
equality, be maintained.^ The council of such 

1 See " Village Banks," pp. 15, 16. 
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a bank is composed of volunteer workers, the 
only paid officer being the cashier, to ensure 
whose honest discharge of his duties a frequent 
and careful auditing of the accounts is required. 
In the formation of these banks it was fully 
realized that the poor man has "no credit be- 
cause he is destitute, and he is destitute because 
he has no credit," therefore the only pledge he 
can give of his reliability is his labor. As they 
were intended to reach those who had neither 
credit nor cash, they issued no shares and had 
no entrance fee. 

Now, owing to legislative enactment, it is 
required that such associations issue shares, 
but the amount of each share is so small that "it 
does not debar any one from membership. It 
was, also, the purpose of the founder that there 
should be no dividends, because the declaring of 
dividends might tempt shareholders to charge a 
high interest for the use of their money, and so 
confute the object of the establishment of the 
banks. The banks are now required to declare 
dividends, but, instead of enriching the share- 
holders, the dividends are placed in a reserve 
fund, and so strengthen the banks and lessen the 
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liability of the members. If the reserve fund 
should become unnecessarily large, a part of it 
may be used for some public service. It can be 
seen that there is little temptation to charge 
borrowers a high rate of interest, the rate hav- 
ing to be determined only by the amount that 
the bank has to pay for the use of money bor- 
rowed by it. The difference need be great 
enough only to meet the cost of administration 
and of accumulating a small reserve fund. One 
advantage of these mutual credit banks must 
not be lost sight of, i.e, that they are most 
valuable depositories for the savings of their 
members. 

From what has been said, it would seem that 
borrowing is made easy, but such is not the 
case. The principle on which all loans is made 
is that the money be used for some productive 
purpose, not for " stopping a hole." The bor- 
rower must clearly state, therefore what is the 
use that he intends to make of his loan, and he 
is obliged to use the money in the way he has 
indicated. He gives a note of hand, generally 
indorsed by one or more securities, and he is 
required to pay interest and principal promptly. 
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In rural districts it is found that a longer time 
must be allowed for the repayment of a loan 
than in cities. Fifteen per cent of the 
loans of the Raiffeissen banks are granted for 
one year or less, forty-three per cent for from 
one to five years, thirty-four per cent for from 
five to ten years, and eight per cent for a 
longer period of time. If the loan were made 
to repair some failure through loss by accident, 
such as damage to buildings or to crops, repay- 
ment may be expected in two years ; if to pur- 
chase live stock, in three years ; and if to acquire 
land, or to build, in eight years. 

If the council feel at any time that the loan 
is not being well used, the money may be 
called in; but if, on the contrary, it is being 
productively used, the time for which it was 
granted may be extended. No one feels a 
hesitancy in speaking of the mismanagement 
of a member that has it in his power to bring 
discredit on his bank or loss to it, so there is 
no difficulty in getting persons to check the 
use the individual makes of his loan. 

These banks have had no difficulty in getting 
sufficient money to meet the demands made 
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on them. What is needed, in excess of the 
savings or other deposits, is raised by borrow- 
ing from non-members. Their credit is so 
good that they find it easy to borrow either 
from individuals or from public banks. In 
1866 and 1870, the years of the Austro-Prussian 
and the Franco-Prussian wars, deposits were 
withdrawn from other banks to be "pressed 
on the Raiffeissen banks for safe keeping." 

The increasing number of banks led to the 
organization of a central bank, which "derives 
its strength from the local association," and 
encourages the formation of new banks. Co- 
operative insurance, and cooperative dairies, 
cooperative hop and vine growing, and co- 
operative buying and selling of farm products, 
have been encouraged by the banks, which are 
especially ready to furnish money for the use 
of any such enterprises. In 1893, 610^ Raif- 
feissen associations had 17,720,871 marks 
(1^4,217,567.30) outstanding in loans, 3,068,334 
marks (^^873,063.49) advanced in cash credits,^ 

1 " People's Banks," p. 134. 

^ Loans in " account current," which are of great practical 
use to the members. 
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473>7S8 marks (1^112,754.40) in share capital, 
1,176,389 marks ($279,980.58) in reserve fund, 
and 24,620,600 marks ($5,859,702.80) in savings 
deposits. The expenses for management were 
240,905 marks ($57,335.39) for the 610 banks, 
or about $94 each. 

The different conditions that surround the 
population of the large and of the small centres 
have made it necessary to vary the regulations 
that control the banks. In the country dis- 
tricts the borrowers are less educated than in 
the cities, and need the money for a longer 
period ; in the cities the management has to 
be left more to the directors than in the coun- 
try, for in the former it is impossible to bring 
the stockholders together, and it is not, there- 
fore, as easy to watch the loans. In a crowded 
community it is not possible to know your 
neighbor as well as in a sparsely settled one, 
the citizen is not so ready, therefore, to accept 
unlimited liability as is the countryman. The 
liability of each member of a city bank must 
be limited to his number of shares. 

The Schulze-Delitzsch banks, to reach a 
different class of people, generally a more 



114 THE DEVELOPMENT OF THRIFT 

moneyed class, had to solve the problem of 
banks for the people in a different way from 
that in which it had been solved by Raififeis- 
sen. The first of its two principal objects, 
that money be borrowed froni non-members 
for the use of members, is identical with that 
of the rural banks; but the second, that sav- 
ings be encouraged by requiring members to 
take shares (on the instalment plan), is opposed 
to their spirit. When Schulze-Delitzsch died 
in 1883, there were 4000 associations organized 
in Germany according to his rules, which had 
1,200,000 members. According to statistics 
collected in 1895, in 1047 associations of this 
type, there were 509,723 members; total 
paid-up share capital, $$0, 1 28, 1 1 5 ; accumu- 
lated reserve, $8,794,560, in addition to the 
working capital of jf 114,433,820 raised by 
loans.^ 

In a small German village of 1500 popula- 
tion is a bank with a membership of 240. 

1" People's Banks," p. 113. Mr. Wolff's statistics are too 
numerous to quote at length, but to get an adequate conception 
of the workings of the Schulze-Delitzsch Credit Associations it 
is necessary to read them in full. 
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Its capital is $7000, annual expenses $250. 
One of the three officers is the school- 
master, whose salary from the bank is $75. 
The amount loaned and in actual use is 
between $15,000 and $20,000 a year, which 
does not include cash credits that are not 
availed of. 

In Italy the people's banks have been won- 
derfully successful and have done an immense 
amount of good. Signor Luigi Luzzatti,^ the 
introducer of people's banks into Italy, organ- 
ized his first bank in Milan in 1866 with a 
capital of $140. He had been moved to un- 
dertake such a work because he felt that a 
"war with usury*' must be declared in Italy 
as it had been in Germany, and that the way 
to make such a warfare triumphant was to 
call the people about him. He asked for 
their savings, and said he could make his 
banks independent of outside capital by at- 
tracting "local deposits and local savings." 
He did not believe, as did Schulze-Delitzsch, 
that steady savings are dependent on the size of 
the shares, and accordingly issued shares of the 

^ Signor Luzzatti was afterwards made Minister of Finance. 
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value of $S to $io each,^ besides making his 
entrance fees small. He made use of the 
experience that had been gained by his Ger- 
man forerunners, taking great care in the 
selection of his members, and requiring, also, 
that full and regular reports of the operations 
of the banks should be rendered. Feeling 
that "responsibility must be made acute, effec- 
tive, and general," he urged that all unreli- 
able members be expelled. 

The management of the Italian banks is in 
the hands of a large volunteer council of re- 
sponsible members. A carefully selected com- 
mittee keeps a table of the financial standing 
of each member, and calculates from it what 
is his borrowing value and the worth of his 
securities. If this committee find that a bor- 
rower has lowered his economic standing, the 
council forces him to give better security; if 
a surety lose his property, the borrower has to 
furnish a substitute. In addition to this com- 
mittee is one that keeps an account of all 
outstanding loans, and notes whether members 

^ Some of the shares of the Schulze-Delitzsch Credit Associa- 
tions were as high as $125. 
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are tardy or punctual in their repayments. 
Mortgages are seldom accepted as security, 
for the banks do not wish to become burdened 
with property of which it may be difficult to 
dispose. Loans are usually granted for a 
period of three months, and, except to agricul- 
turalists, the lending of money for a greater 
length of time is avoided, — all loans may, 
however, be renewed. 

A mistake made by some of these banks 
has been to offer the shares for sale at a 
premium, the reason for so doing being that 
the large reserve fund increases the value of 
the shares. The size of the reserve fund 
should be limited by making the aggregate of 
the loans smaller and by reducing the interest 
charge. It should never be forgotten that 
the great object of the bank is — to reach 
the people. Some of the Italian banks have 
offered "loans of honor" to persons that could 
give neither surety nor security. Great care 
is taken in the selection of the persons to 
whom such loans shall be made, the banks 
sometimes asking the friendly societies, the 
so-called mother of the Italian people's banks. 
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to act as their agent in the distributing of the 
fund. So careful has been the investigation 
that the banks have had to bear but few losses 
from these loans of honor. The surplus funds 
of the banks are used, also, in making grants 
for technical education, or, as in Germany, in 
encouraging public works by financial gifts. 

The bank of Milan, in .which Signor Luz- 
zatti said that " half his heart was wrapped 
up," is now "lodged in a palace," — a phrase 
which means less in Italy than in other coun- 
tries, — and has a membership of 17,860. 
Between 130 and 140 volunteers and 100 paid 
clerks conduct the business. The paid-up cap- 
ital is now 8,598,300 lire (1^1,659,471.90); the 
number of shares, 171,966; reserve fund, 4,299,- 
150 lire ($829,735.95); deposits, 105,702,870; 
lire ($20,400,653.91).^ During 1895, loans to 
the amount of 175,587,916 lire ($33,888,467.79) 
were made. 

A former secretary of the bank says that 
the success of the Banca Popolare is owing to 
the " gratuitous rendering of services by the 
officers, the non-limitation of its capital, the 

1" People's Banks," p. 217. 
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smallness of the payments exacted, the restric- 
tion of each member to one vote, the refusal 
of confidence to every member who has shown 
himself undeserving of it, the preference given 
to credit services over profit, and the exclusion 
of any hazardous operations." It must be 
borne in mind that this bank started in 1866 
with a capital of 1^140. 

In the poorest quarter of Florence is a small 
bank that was founded with a capital of $75, 
which has never reached more than $7^0. 
The value of each share is ten lire, payable 
in ten months. In this bank $5600 was de- 
posited the first year, and $6200 was loaned, 
the profit on the latter being $600.^ 

In 1893 there were 730 Luzzatti banks,^ 
662 of which had a membership of 405,341. 
About seventy per cent of the loans were for 
sums ranging from 1^40 to $1000. The rate 
of interest has been high, from six per cent 
to eight per cent per annum.^ 

As in Germany, so also in Italy, it was felt 

^ " People's Banks," p. 234. 2 /^/^.^ p. 243. 

3 Six hundred and ninety-seven of these banks had 118,228,- 
oc» lire ($22,818,004) in paid-up capital and reserve fund. /^iV/., 

P- 243- 
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that there should be a different type of bank 
to meet the needs of the country folk from 
that which was offered to the dwellers in the 
cities, and in Italy as in Germany there was 
a man to undertake the work. Signor Leone 
Wollenborg felt the need of combating the 
usurer on his own ground as keenly as did 
Signor Luzzatti. He might in the words of 
Robert Louis Stevenson have described the 
condition of the people he strove to rescue 
from the usurers : " But the Jew storekeepers 
of California, profiting at once by the needs 
and habits of the people, have made them- 
selves in too many cases the tyrants of the 
rural population. Credit is offered, is pressed 
on the new customer, and when once he is 
beyond his depth, the tune changes, and he 
is from thenceforth a white slave. I believe, 
even from the little I saw, that Kelmar, if 
he chose to put on the screw, could send half 
the farmers packing in a radius of seven or 
eight miles round Calistoga. These are con- 
tinually paying him, but are never suffered 
to get out of debt. He palms dull goods upon 
them, for they dare not refuse to buy; he 
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goes and dines with them when he is out on 
an outing, and no man is loudlier welcomed; 
he is their family friend, the director of their 
business, and, to a degree elsewhere unknown 
in modern days, their king/' ^ 

In founding his banks Dr. Wollenborg made 
the people understand that no one could be- 
come a member who was unable to read and 
write. The consequence has been that edu- 
cation has been encouraged. As he closes 
his door to the drunkard, dissipation has de- 
creased; and as he withholds the privileges 
of the banks from a dishonest person, a pre- 
mium is put on honesty. 

There are now eighty-four village banks ^ 
organized according to his system, and only 
one of these banks has issued shares. Some 
have as much as i^75oo outstanding in loans 
and an average deposit of $862. Their re- 
serve fund does not average more than 1^65.^ 
The interest taken by the members in their 

1 " The Silverado Squatters." 

2 There are nearly four hundred rural banks of independent 
formation in addition to those of the Wollenborg type. 
8 «* People's Banks," pp. 268, 269. 
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banks is so great that it is easy to get a full 
'attendance on. meetings and to make the selec- 
tion of new members judiciously. 

The effect of the people's banks in Italy 
has been to lessen the number of depositors 
in the post-office savings banks, the people 
greatly preferring to use their own rather than 
the State's banking facilities. Their great suc- 
cess lies in the very fact that the people ap- 
preciate that they have created these banks — 
that they are their own. 

As Mr. T. Mackay says : " Mr. Wolff proves 
beyond a shadow of doubt that in Germany 
and Italy, cooperative banking has rescued the 
poor from the extortionate money-lender and 
is now transacting a business counted in mill- 
ions and on principles as safe, nay, even safer, 
than the Bank of England." 

Unfortunately it is not possible, owing to 
lack of space, to give even a bald outline of 
what has been done in Austria, France, Bel- 
gium, and other European countries to further 
the organization of people's banks.^ It is to 

1 In " Cooperative Credit Associations " may be found inter- 
esting statistics, showing what has been done by people's banks, 
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be hoped, however, that what has been said 
will induce those interested in the subject to 
read Mr. Wolff's books. If it be once real- 
ized what a power for good is this method 
of enlarging the opportunities of the poor, 
there is no doubt that in this country will be 
found worthy imitators of Schulze-Delitzsch 
and Luzzatti, of Raiffeissen and WoUen- 
borg. 

If this credit system is to be applied suc- 
cessfully, it must be given a locality in which 
there is a people that is ** willing and able to 
be industrious.*' It will not be fair, however, 
to judge of a community unless it be put to 
some practical test, for there is often, in an 
apparently moribund vicinage, vitality which 
does but need the tonic of new opportunities 
and fresh incentives. 

There is a great advantage in a system such 
as we have been considering in that it imme- 
diately returns to the people from whom they 
are drawn the savings that have been slowly 
accumulated by them. It often, too, liberates 

and in many of our magazines may be found recent articles on 
the subject. 
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capital and brings into productive use money 
that otherwise would be lying idle. 

The success of such a system is dependent, 
as we have seen, on the care with which the 
members scrutinize the smallest details of the 
business, and study the condition of each bor- 
rower. No pains must be spared to make the 
workings of the bank thorough, and every 
member must have the right to examine the 
financial status of his association. Any inter- 
ference on the part of the government or of 
any individual will be inimical to the success 
of the banks, because they are a plant that is 
killed by patronage and can only thrive when 
free to put out shoots, independent of any 
artificial stimulus. 

The result of the establishment of people's 
banks has been found to be a raising of the 
moral standard of the communities in which 
they are organized; accordingly they are en- 
couraged by the clergy of Germany, Italy, 
and other countries, who see that a new bond 
is drawing neighbors together, and that as the 
value of money is realized, less is spent at 
taverns' and gambling-houses. When honesty 
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is found to have a market price, its value 
appreciates. 

In the small rural districts where the farmer 
has been unable to add to the productiveness 
of his land because of lack of ready money, 
such banks come as a godsend. Not only 
may he buy cheaper because of having ready 
money, but he may increase his stock, fertilize 
his soil, introduce improved machinery, and 
rebuild his barns, so that when the loan falls 
due he will, the productivity of his property 
having been enlarged, have more than enough 
out of the increase in his earnings with which 
to meet his payment. The element of time 
is peculiarly beneficial in one class of loans 
furnished by the foreign banks, — the " dis- 
counting of rents due." A small tenant may 
have his rent fall due just at a time when it is 
most inconvenient to pay it, and the landlord 
may need his rent before pay-day; the bank, 
by acting as intermediary, gives the former 
time to meet his obligations, and the latter the 
use of his rentals when the money can be most 
helpful. One of the great problems of the 
age, how to prevent the overpopulation of con- 
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gested centres, may be in a measure solved, 
not by forcing the city poor into the country, 
but by adding to the chances an ambitious 
farmer's son has of succeeding on his own 
soil. If hard-worked and overstrained farmers 
are given the means of acquiring credit, they 
should be able to increase the producing power 
of their land.^ It must be that in this country, 
as in Europe, the money will be forthcoming, if 
the right means be taken to bring it into circu- 
lation. May not some of the energy that has 
gone into offering potato patches and other 
palliatives for the use of the poor be directed 
into teaching the people how to help them- 
selves without the introduction of any ** little 
Providence " ? 

In the cities the usefulness of such banks 
is no less great, for there too may be found 
many working men and women, who, lacking 
ready money, cannot make the most of their 
small talents. Might not a power to com- 
mand credit do something toward taking the 

1 The cooperative loan associations of the United States 
" have rarely extended any part of their business into the rural 
districts." " Cooperative Credit Associations," p. 7. 
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poor from under the control of the sweating 
system? But whether or not they be re- 
lieved from the oppression of the sweater, 
each one of us knows of many cases where a 
little ready money would have enabled a man 
to set up in business for himself, or increase 
the profits of his present business. There are 
in several of our large cities societies formed 
to lend money to the poor on easy terms, but 
such societies do not reach them as does a 
mutual association. A man will be more 
scrupulous about the repayment of a loan 
when its non-payment means a loss that has 
to be borne by his friends, than when it has 
to be borne by an organization with which 
he has no affiliation. The careful considera- 
tion of the ability and the moral standing of 
each candidate for a loan, by persons who have 
an intimate acquaintance with the borrower, 
prevents the loan's being injudiciously made, 
either to a fraudulent person or to one who 
cannot turn his money to good account. 

There are dangers inherent in the very 
success of these banks, but these dangers 
must be carefully guarded against by limiting 
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the size of the shares, by declaring no divi- 
dends or very small dividends, by watching 
zealously the interest of the borrowers rather 
than that of the stockholders, by letting each 
bank be thoroughly in touch with its locality, 
and by making each study the peculiar needs 
of the district in which it is founded. With 
Schulze-Delitzsch each bank should cordially 
hate the dividend hunter, and each should 
realize that its success is dependent on prompt 
repayment. Prompt repayment should be the 
watchword of the people's banks. 

One thing, however, must not be lost sight 
of, which is that the success of the associations 
is dependent on, and always must be dependent 
on, their being founded on a real cooperative 
basis. Cooperation does not mean, as has 
been said, a mere working together, but some- 
thing deeper, nobler than that. The organizers 
of cooperative banks must therefore be moved 
by a spirit of altruism, and must be ready to 
sacrifice personal interests for the general good, 
must have " consideration for the consumer," 
and a generous recognition of the rights of 
each individual. 
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If such be the spirit of the founders of 
people's banks or of any other cooperative 
body, thrift and generosity will be taught to- 
gether, foresight and prudence will not exclude 
openhandedness. 

It is impossible in this manual to touch on 
the cooperative movement in America or on 
what is being done for the workingman by 
the advocates of profit sharing; but as in 
Germany, so in this country, may people's 
banks be found to be powerful auxiliaries of 
cooperative consumption and production, and 
ready combatants of socialism. The develop- 
ment of self-help will be found to kill the 
socialistic spirit. 

May the time come, also, when the philan- 
thropist will be able to say from his own 
experience, — 

"Wer Raiffeissenvereine baut, 
Reisst Armenhauser nieder." ^ 

1 He who builds Raiffeissen banks destroys the almshouses. 



CHAPTER VI 

PROVIDENT LOAN ASSOCIATIONS 

Opposed to the direct methods of saving 
that have been described, is what has been 
called the "inverse method,'* or that which 
offers to the poor loans of money to meet some 
temporary emergency.^ A loan association, per 
scj may be considered to be opposed to thrift, 
for persons cannot be made " better inclined to 
thriftiness by increasing their power to borrow," 
unless, as has been shown in the preceding 
chapter, the object in borrowing money has 
been to use credit for some productive purpose. 

If the promoters of provident loan associa- 
tions had had merely to consider whether it 
were advisable to give people of small and 
fluctuating incomes an opportunity to borrow 
money on chattel mortgages, their problem 
would have been a simple one. But it was 

1 For exceptions see pp. 125, 126. 
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made complex by the necessity they felt of 
rescuing the small borrower from the pawn- 
brokers, a class of men that is ever ready to 
lend money, though in return for its services an 
interest is charged that means the thrusting of 
the defenceless borrower into a slough of in- 
debtedness from which he is powerless to extri- 
cate himself. In all our large cities may be 
found a body of usurers that are able to extort 
from the borrower interest as high as, and often 
higher than, ten per cent a month, and to them 
the poor will and must apply unless the philan- 
thropist is ready to offer a better way by which 
money can be procured. 

In a report made to the Citizens' Permanent 
Relief Committee of Philadelphia in 1894, the 
case of an electrician is cited, who had, until he 
lost his position on account of illness, been able 
to support his family comfortably. After his 
savings were exhausted he borrowed 1^50 from 
a loan company, and gave as security " a judg- 
ment note and bill of sale on his furniture." 
The loan was to be repaid in " thirteen weekly 
instalments of $5.10 each." After he had paid 
$35.70, he was unable to meet his weekly in- 
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stalments, and was, therefore, threatened with 
"a sheriff's levy on his goods.*' The electri- 
cian's dilemma was brought to the notice of a 
man that had been carefully investigating such 
cases of usury, and by his intervention the com- 
pany was forced to accept merely the amount 
due on the original loan with the legal interest 
added. The workman was thereby relieved of 
the payment of $IS'70 for the use of $SO for 
thirteen weeks. 

The object in giving this illustration is three- 
fold : first, to show that a self-respecting man, 
who has been independent, will accept any 
pecuniary obligation imposed on him by a 
money-lender rather than seek for charitable 
aid ; secondly, to point out that the rate of inter- 
est charged by fraudulent loan companies and 
pawnbrokers is ruinous to the borrower; and, 
thirdly, to emphasize that the designs of such 
money-grabbers on the purses of the ignorant 
borrowers can be thwarted by those that have 
some legal or business knowledge. 

In this country the establishment of pawn- 
shops to lend money at a reasonable rate of 
interest has been left to private initiative, the 
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State not establishing, as it has done in so 
many European countries, public loan shops 
for the use of its citizens. 

The efforts made here by charity workers 
may be divided into three classes : loans on 
personal pledges, with or without security, on 
chattel mortgages, and on pledges of personal 
effects. 

In 1877, Mrs. George S. Jackson of Lexing- 
ton, Massachusetts, having realized the great 
need there was of giving the struggling poor 
of Boston some means of relieving themselves 
from the clutches of the pawnbrokers, made 
an appeal to her friends to aid her in estab- 
lishing a fund for the use of persons that were 
paying exorbitant rates of interest to money- 
lenders. She soon appreciated that what the 
class she wished to reach needed was not to 
be relieved from a bad bargain, but to be pre- 
vented from making a compact with a class 
of men that showed no mercy in their dealings 
with unprotected borrowers. She, therefore, 
established her fund as an Emergency Loan 
Fund, and, assisted by the Associated Charities, 
was, and is, able to operate it with but little 
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paid assistance. For some years no interest 
was charged on loans, but since 1883 the legal 
rate of six per cent has been asked. 

Each borrower is required to give as security 
the name of some guarantor. In the early 
days of the dispensing of the fund, the effort 
was made to encourage the borrowers to call 
on their personal friends to render this service, 
but latterly it has been found more expedient 
to have the guarantors drawn from a more 
moneyed class. The loans which, as a rule, 
have been productive of good results are those 
that have been made to enable the borrower to 
buy stock, to start in business, or to buy fur- 
niture for cash rather than on the instalment 
plan. Unsuccessful loans have been those 
furnished to aid in the payment of back rent. 

The experience gained by the treasurer 
enables her to dispense the loan now with 
very infrequent losses, and she was able to 
report in 1894 that out of the last 100 loans, 
amounting to 1^4800, all had been, or were 
being, repaid except four. 

In England loan funds established in con- 
nection with the district work of the London 
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Charity Organization Society have been very 
successful, and have proved that it is possible 
for such funds to be economically managed and 
judiciously distributed. 

As early as 1855 the Boston Industrial Aid 
Society for the Prevention of Pauperism urged 
on the public the need of establishing a 
** pawnee's bank," so that the poor might be 
protected from the extortion of the usurious 
money-lenders. 

Five years later the Pawnee's Bank was 
chartered, and began loaning money with an 
interest charge of one and one-half per cent a 
month. In 1867 the Industrial Aid Society 
reported that the bank^ did not meet the 
needs of the class that wished to make small 
loans. 

Mr. Robert Treat Paine realized some years 
later that the borrower of small sums of money 
was still at the mercy of the pawnbroker, and 
that there was urgent need for some institu- 
tion to be established that could give him cheap 
credit. 

The Workingmen's Loan Association, the 

^ It is now the Collateral Loan Company. 
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first association of its kind to be organized in 
the United States, was opened in Boston in 
May, 1888, with a subscribed capital of $66,600.^ 
Its loans are secured by mortgages on furniture 
or household effects, and the interest charged 
is one per cent a month. All loans are made 
repayable in one month, and the renewal of a 
loan is dependent on the reliability that has 
been evinced by the borrower. He is required 
to make an "instalment of the principal equal 
to about five per cent of the loan with each 
payment of interest," so that the debt may be 
gradually cancelled. 

Each applicant for a loan, if he satisfac- 
torily answer the preliminary questions, is 
made to fill out the following form : — 

Amount of loan. 

Name in full. 

What security? 

Where is it situated? 

Where is your present residence? 

How long have you resided there? 

Previous residence during the last five years. 

What is your business? 

Where ? 

s 

^ Capital stock now issued amounts to jf( 150,000. 
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Have you receipted bills for the property ? 

Does all the property belong to you ? 

Is there any incumbrance on it? 

Name two references. 

What amount of principal will you pay monthly? 

Do you agree to pay interest promptly ? 

Is your property insured, and for how much ? 

After the form has been filled in and the 
would-be borrower has made a deposit of 
35 cents, an appraiser calls at the residence 
of the former to make a careful estimate of 
the value of the property that is to be given 
as security. The borrower is allowed a loan 
equal to three-fourths of the amount that the 
appraiser calculates the property would bring 
at an auction sale. When satisfactory evidence 
is given that the property is unencumbered, 
the amount of the loan less the costs (amount- 
ing to $1.65, minus the 35 cents already paid) 
is handed to the applicant. 

On all sums over j^ioo the borrower has to 
give to the association an insurance policy, 
made payable to it for the goods mortgaged; 
for a loan of less than this amount a deposit 
of $1 or 50 cents, according to the size of the 
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loan, is required as an insurance guarantee. 
In case of a sale of mortgaged property, any 
surplus that the company may hold, after the 
sum secured by the mortgage, the costs, and 
the counsel fees have been deducted, is re- 
turned to the mortgagee. 

The company has been able to declare 
dividends of two per cent the first year, four 
per cent the second, and six per cent each 
subsequent year, and has at present a guaranty 
fund of $15,332.19. The number of borrowers 
is now 2438, an increase of 287 during the 
past year. The loans made during the year 
amounted to 1^151,660.90, or an average loan 
of $70. The last fiscal year, after charging 
1^659.46 for bad debts, paying six per cent divi- 
dends on stock, and meeting all the expenses 
and charges, a surplus of 1^5054.48 remained. 

The policy of the association has been to 
avoid lending more than is needed to meet 
the emergency that calls forth the loan, and 
to make the borrower feel that he is dealing 
with a business enterprise. 

In New York City the St. Bartholomew's 
Loan Association has proved that it is feasible 
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for a church to undertake to conduct such a 
business without establishing it on a charitable 
basis. Any church organization can with a 
small capital open a loan bureau. It must 
never be lost sight of, however, that such a 
bureau must be managed by competent busi- 
ness men or women, and must be in no way 
connected with any church charity. 

In 1895 a law was passed in New York 
which made it legal for provident loan com- 
panies to be organized in the state. Under 
the provisions of this law was organized the 
Buffalo Provident Loan Company, which has 
conducted a business very similar to that of 
the Workingmen's Loan Association. 

As early as 1877 the State Charities Aid 
Association of New York appointed a com- 
mittee to make a report on loan systems. The 
report urged the formation of loan associations 
as auxiliaries to existing societies, and as an 
outcome a loan relief association was founded 
the next year. This association was organized 
on the principle of relief in work, with pay- 
ments in advance for work to be done. Other 
loan societies were organized, but it was not 
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until seventeen years later that a provident 
loan association on a large scale was estab- 
lished. In 1894 the Provident Loan Society 
of New York, the direct result of the zealous 
efforts of the Charity Organization Society, 
was organized with a contributed capital of 
;? 100,000. The demands on the society were so 
great that in a few months the whole amount 
of the capital was outstanding in loans, and 
the treasurer had to be authorized to borrow 
additional moneys to the amount of 1^40,000. 

All loans are made on pledges of jewellery 
or clothes deposited at the office. The class 
of borrowers has been drawn from the self- 
respecting working men and women, who are 
not willing to ask for charitable aid. The in- 
terest on loans is one per cent a month. As 
with the Workingmen's Loan Association any 
surplus that remains to the company after the 
pledged articles are sold is returned to the 
borrower. 

In 1897 $764,926.50 was loaned on 36,772 
pledges, or an average loan of $20.80. The 
shareholders received six per cent interest on 
their stock, and, after all expenses were met, 
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about $15,000 was accredited to the reserve 
fund. The percentage of goods sold in 1897 
to the total amount loaned was less than two 
per cent. 

One of the important effects of the estab- 
lishment of provident loan societies has been 
that in each city in which they have been or- 
ganized the pawnbrokers have tried to protect 
themselves by lowering their rates of interest. 
The pawnbrokers so clearly realize the danger 
that threatens them in the establishment of 
such agencies, that they have in different 
states successfully fought the passing of laws 
to legalize provident loan companies based on 
a charter such as that of the Workingmen's 
Loan Association or the New York Provident 
Loan Society. 

It has been proved that if a loan is to be 
successful it must be controlled by an organi- 
zation rather than by an individual, and that 
the borrower must be made clearly to realize 
that he is dealing with a business enterprise. 
The story is told of a workman who had joined 
a benefit society and was regularly paying his 
dues, though he had failed to repay his vicar 
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the sum of money he had borrowed from him. 
One day the vicar asked his man for an expla- 
nation of his inconsistency, and the only answer 
he got was: "Ah, you're the vicar, you don't 
want it." The workman appreciated that there 
is a difference between the relations of a rich 
man to a poor man and between the members 
of a mutual benefit association. Was it his 
fault that his recognition of the obligation im- 
posed by a loan had become dimmed .'^ 

The repayment of each loan must be secured 
by some guarantee, either a surety or a mort- 
gage on household or personal effects. In 
spite of Mrs. Jackson's experience, the guar- 
antor should be chosen from the same rank of 
life as the borrower, because the latter should 
never be tempted to say to his surety, "You 
don't want it," but should be made to feel that 
it is a friend, and one that has borne the brunt 
of the battle for existence, who has to make 
good his failure to repay his debt.^ 

^ The treasurer of an English loan fund has reported that out 
of more than a thousand applications he has never known a 
case in which a deserving person failed to find a surety among 
his acquaintances, if his neighbors felt the loan to be expedient. 
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In making a loan it should be considered 
whether the money lent is sufficient to meet the 
demand that has called it forth, and whether 
the purpose to which it is put is one that is 
going to yield any return. Here again it is 
necessary to bear in mind that money lent to 
"stop a hole" is money put to no productive 
purpose. The past habits of the borrower, the 
use of the loan, and the practical ability of 
the borrower should all be taken into account 
in considering an application. 

It is also necessary to bear in mind that a 
loan system is intended to supersede alms- 
giving, not to "supplement or precede it,*' 
and that no loan should be made in cases 
where it is clear that the borrower will be 
unable to make good his debt. Such an appli- 
cant should be referred to the proper charitable 
agency, for a loan under such conditions would 
mean a mere staving off a day of reckoning. 

In arranging for the payment of interest on 
a loan, it is well to name a day that will fall 
soon after the borrower has received his regu- 
lar wages. It is most important, also, that 
the loans should be repaid in instalments, not 
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only because the debt will fall less heavily, 
but because the educational effect of putting by 
weekly a regular sum may develop the habit 
of saving, and lead, as it has in many instances, 
to depositing, after the loan is repaid, in a 
savings bank. There should not be, however, 
cast-iron rules, for in the case of some loans 
it may be detrimental to the borrower to be 
required to make any repayment until his 
money has had time to reproduce itself. 

The fundamental principle of these associa- 
tions, such as have been described, is that they 
should help without "degrading or enervating.'* 
It is, therefore, necessary that any promoter of 
such societies should realize that there has been 
imposed on him a trust that he should never 
violate, and that in violating this trust he is 
wronging a self-respecting class, which is try- 
ing to meet the obligations imposed on it. No 
spirit of helpfulness, no sentiment for the poor 
or effort to reach the class of the unthrifty, is 
an excuse for those who would offer to the 
workingman a loan as a business arrangement, 
when beneath a veneer of business methods 
lies a foundation of charitable aid. 
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In reviewing the work of the people's banks 
and that of these associations, we can but feel 
that in the former there is developed a power 
to watch the loan which cannot be superim- 
posed on the provident loan associations. The 
latter are doing good service, but can never 
meet the needs of the working classes as do 
the mutual associations. In a mutual loan as- 
sociation, where each member is scrutinizing 
the moral and economic behavior of his fel- 
lows, there is no need for a high rate of interest 
to be charged in the fear that borrowing will be 
encouraged. 

It is not intended to minimize the good that 
has been done by these associations, which have 
realized that the poor have to meet a call for 
ready money, and that they must be rescued 
from a class of extortioners; but it is hoped 
that when it is feasible the higher forms of bor- 
rowing will be encouraged. 



CHAPTER VII 



INSURANCE 



There are certain demands made by nature, 
which can only be met if men will in seasons 
of health make adequate provision for the 
periods of enforced inactivity. Only in as 
far as each man realizes his individual respon- 
sibility, by laying by for a time of sickness or 
disability, can he remain through life inde- 
pendent and avoid the stigma of pauper or 
parasite. The act of making provision in 
youth or middle age for disability or for death 
necessitates that a man should exercise fore- 
sight and self-control, as well as self-denial. 
But he who by means of insurance has made 
"the claims of the future take definite shape 
and rank among the claims of the present,** 
has advanced far beyond his fellow that lives 
merely in the present and for. the present. 
The latter will have to learn, like the grass- 

146 
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hopper in the fable, that one cannot dance all 
the summer without being obliged to go hungry 
from door to door, when the frugal ant who 
has "provided her meat in the summer and 
gathered her food in the harvest " is enjoying 
the fruits of her hard labor. 

In America, the principal form of saving 
is life insurance, and it is natural that such 
should be the case in a country where the 
resources of nature have seemed to offer to 
every man opportunities that might at any 
time open to him a vein of wealth. As, how- 
ever, even the most sanguine knows that he 
has to provide against the universal accident 
of death, an effort has been made by many 
to insure against death, when no attempt has 
been made to save for a time of non-employ- 
ment or of sickness. 

We have not yet been confronted with the 
question of compulsory insurance against sick- 
ness, accident, and old age and disability. 
The " tradition, historical continuity, a strongly 
centralized bureaucracy," ^ which have made it 

1 American Journal of Sociology, ** An American System of 
Labor Pensions and Insurance," Vol. II., p. 501. 
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consistent for the Germans, a people accus- 
tomed to await the collective initiative, to 
legislate to make insurance compulsory, are 
wanting to us, so that there is in the United 
States no room for such a class system, the 
establishment of which would be "preposter- 
ous/' Our insurance agencies for many years 
to come must be established on a purely com- 
mercial basis, if they are to meet the require- 
ments of the people. 

In 1 891, Mr. Carroll D. Wright, the United 
States Commissioner of Labor, considered the 
subject of compulsory insurance of sufficient 
importance to warrant an expert's being en- 
gaged to make a special report on the subject. 
Mr. John Graham Brooks was, therefore, em- 
powered to make such a report.^ 

Mr. Brooks shows that the passing of the 
laws to make it compulsory for certain classes 
of workingmen to insure their lives against 
sicknesSj accident, and old age, was the result 
of socialistic activity, and the recognition of 
the fact that certain misfortunes are often 

1 Fourth Special Report of the Commissioner of Labor, 
"Compulsory Insurance in Germany," etc., 1893. 
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produced by social conditions rather than by 
individual carelessness or lack of forethought. 
Also, that before compulsory insurance was 
enforced in Germany, it had long been held 
as an " economic theory " by many thinkers, 
that a natural step in the economic and political 
policy of Prussfa would be for the State to 
make the financially weak provide for their 
future by levying a tax on their wages, the 
sum so accumulated to be augmented by the 
State and the employers. 

In 1883 the act was passed that made it 
compulsory for nearly all classes of working- 
men, earning less than $476 per annum, to 
lay aside a part of their wages for a sick 
and death benefit. Though premiums may be 
taken in any one of several insurance associa- 
tions — such as the communal, the building, 
and the friendly society, — the tendency has 
been to centralize the insurance agencies, and 
so to destroy the mutual societies. As each 
workman has his contribution deducted from 
his wages, there is no difficulty in collecting 
the premiums, which amount to from one per 
cent to four and one-half per cent of his wages. 
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The workman contributes two-thirds of the pre- 
mium, the employer the remaining one-third. 
In ten years ;? 180,166,000 has been paid to 
workingmen on account of sickness.^ 

The law making it compulsory for employers 
to insure the lives of their employees against 
accident was passed in 1884; "and during the 
past ten years, 1^45,934,0002 has been paid to 
workingmen suffering from • accidents, or to 
their families in case of their death. 

In 1889 the law making insurance against 
old age and disability compulsory was passed. 
According to this law, a pension may be drawn 
by a man aged seventy, who for thirty years 
has made regular contributions to the pension 
fund, and by a disabled man, who for five 
years has paid his premiums. The expense 
of this insurance is borne by the State, the 
employer, and the employee. Pensions have 
been paid to 101,544 chronic invalids,^ and to 
241,700 aged persons.* The total sum paid 

1 Report, Consul Monaghan, Chemnitz, Germany. 

2 Ibid, 8 Ibid, 

* The reason for granting the old age pensions at once has 
been in order to popularize the system. 
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out in ten years has been ;S!238,C)00,C)00, forty- 
seven and one-half per cent of which has been 
paid by the employers. 

In 1896, 18,389,000 persons were insured in 
Germany under this system, and of this num- 
ber, 3,409,000 were employees in factories or 
shops, 12,290,000 were agricultural laborers, 
and 690,000 were employees of the State. 

Mr. Brooks says that in 1893 the first in- 
surance act was in wide favor, the second in 
favor, and the third disliked by a large and 
influential part of the population. 

In spite of the development of the German 
bureaucracy, the State has to incur, in addi- 
tion to its bounty, an enormous expense so 
as to enforce the system of insurance, and col- 
lect the premiums and distribute the policies. 

The results of the German system will be 
watched with deep interest, and to the econo- 
mist and the sociologist will be left the decision 
as to whether the burden of the enforced con- 
tributions falls on the consumer, the working- 
man, or the employer; whether the system 
develops or kills the spirit of self-help; and 
whether the alarming tendency to play sick, 
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when work is scarce or rent day comes, can 
be overcome by more rigid physical exami- 
nations. 

Germany has served as an object-lesson to 
Austria, Switzerland, France, Denmark, and 
other European countries, which have been 
experimenting in different ways, either by 
voluntary or compulsory insurance, with the 
problem of providing for the working classes 
in times of sickness and disability. For many 
years Great Britain has offered to her people 
a system of voluntary insurance against old 
age and death, but the limited success of the 
post-office life insurance and old age pensions 
has made such reformers and politicians as 
Mr. Charles Booth and Mr. Chamberlain de- 
mand a compulsory system, which will give a 
sure footing to those who are on the "brink 
of pauperism.*' Though such writers as Mr. 
Leslie Stephen think that indiscriminate giv- 
ing of State relief would "ruin the essential 
economic virtues," and other prominent Eng- 
lish students of social questions are ready to 
declare that a State-aided pension would put 
a premium on thriftlessness, and that thrift 
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on compulsion is no thrift at all, there are 
those who believe with Mr. Booth that the 
small pension received by a man at sixty-five 
years of age will encourage thrift (since he 
that has wants more), and will strengthen 
rather than enervate existing benefit societies. 

The advocates of the system, many of whom 
are men that for years have been earnest and 
conscientious students of the great problems 
of our social life, see the mass of old age 
pauperism, and feel that it is only by State 
intervention that any adequate provision can 
be made for the care in old age of the self- 
respecting poor. Though many disagree with 
Mr. Booth, because they believe his reasoning 
is fallacious, all will be ready to say with him, 
"that any pension scheme would be fatal if 
it in any way disturbed the basis of work and 
wages, discouraged thrift, or undermined, even 
in the slightest degree, self-respect or the 
forces of individuality, upon which morality 
as well as industry depends.'* 

May there be no legislation in England to 
make insurance compulsory until a sufficient 
test of the experiment in Germany has made 
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it possible for other nations to determine 
whether, under different conditions and with 
different peoples, such a "system is opposed 
to the highest development of a nation. 

Opposed to the voluntary or compulsory 
system of State insurance is the commercial, 
which by its industrial policies has reached 
such a vast number of people both in this 
country and in England. Like all other sav- 
ings agencies, the insurance companies have 
been obliged to adapt themselves to the " needs 
and humors " of their customers. Their adapt- 
ability has been shown by the way in which 
they have appreciated that what the poor want 
is to be saved the trouble and the expendi- 
ture of time which are required if a savings 
depository has to be sought. Their shrewd- 
ness they have shown by their manner of 
playing on one of the most ingrained char- 
acteristics of the poor — their respect for the 
dead. 

In one of Robert Morrison's " Tales of Mean 
Streets," a dreadful picture is shown of an 
old woman that deprives her dying son of 
the stimulants the doctor has given her the 
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money to buy for him, so that he may be 
decently buried. To her neighbor "On the 
Stairs" she croaks in the "full morning*' 
after her son has died: — 

" Fm a-goin* to 'ave mutes ; I can do it 
respectable, thank Gawd/' 

"And the plumes ?" queries her gaunt friend. 

"Ah, yes, and the ploomes, too/* 

Though this shows the worst development 
of the sentiment that the poor have for their 
dead, and suggests that the desire for a 
decent burial may degenerate into a mere 
selfish gratification of conventional traditions, 
in dealing with the poor it has to be remem- 
bered that each class of people has its social 
laws, and that each individual who helps to 
make a group must bear an intrinsic rela- 
tion to the group as a whole. Even in the 
meanest streets society exercises a dominant 
force on each inhabitant, and an attempt to 
attack thoughtlessly any of the traditions of 
a neighborhood can but end in failure. 

The charity worker is constantly met by the 
problem, how to enlighten the poor on the 
subject of burials, and how to teach them that 
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industrial life insurance is a very expensive 
form of saving, and that a man should pro- 
vide against the misfortunes of sickness, slack- 
ness of work, and old age before he provides 
for funeral benefits; but he is as constantly 
met by the deep-rooted sentiment that it is a 
degradation to let the city bury one's dead, 
and that to allow the city to perform such 
an act would mean that a family deserved to 
become social outcasts. 

As has been said, therefore, the industrial 
insurance companies have shown their wisdom 
in appealing to this sentiment of the poor for 
their dead, but they have shown greater wis- 
dom in opening an agency in the house of 
every poor man that will make use of it, and 
in returning week after week to collect the 
hard-won savings. An official of one of the 
most successful of the industrial insurance 
companies says it does not differ from ordi- 
nary insurance except that it enables the poor 
man to pay a premium as low as five cents 
for his policy, and that an agent calls weekly 
to collect it. 

The success of the system depends on the 
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number that are insured in each family, so it 
is an agent's policy to insure all the members 
of a household, "to take them from two to 
seventy years of age,'' and the agent is sure 
to be a special pleader and to be ready to go 
any lengths to collect the nickels and the dimes, 
for his own commission is entirely dependent 
on the number of premiums he is able to 
collect and on the preventing .of lapsing. 

In England, during the last half century, 
mutual thrift is said to have flowed into two 
main channels, that of the affiliated orders, 
and of the collecting burial societies. The 
latter class has lost, however, its mutual char- 
acter, for the benefits go to the managers, the 
meetings are seldom attended by the mem- 
bers, and the cost to the insured for manage- 
ment is forty per cent of the premium receipts. 
Early in the fifties, a committee of Parliament 
was appointed to study the methods and the 
results of the assurance associations. In its 
report in 1853, the committee said that its 
opinion was, "that the ground hitherto occu- 
pied by these useful institutions (assurance 
associations) has been comparatively limited, 
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and that their application is capable of great 
extension, not only in the higher and middle 
classes of society, but also among the humble 
classes to which it has recently been very 
considerably applied." The directors of one 
of the proprietary assurance companies had 
their attention called to the above sentence, 
and they decided in 1854 to begin business 
on the industrial plan so as to compete with 
the burial clubs, which were in a precarious 
condition. This great pioneer of the strictly 
commercial system of industrial life insurance 
is managed with very great ability, and has 
a practically perfect system of audit. The 
cost of management for the industrial branch 
is 41.47 per cent of the premium income, but 
" as a very large number of ordinary insurances 
are now being taken up in connection with it, 
what used to be the main business, industrial 
insurance, has now become quite a minor 
feature of its programme." As "the insured 
transfers his policy from the more to the less 
expensive form, he is saved a large outlay. 
The management of the average ordinary as- 
surance company in England costs 16.4 per 
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cent of the receipts, the industrial 44.36 per 
cent. 

In 1876 one of the insurance companies of 
America began to do business on an indus- 
trial plan identical with that of the London 
company. At the end of its first year, twenty- 
five hundred industrial policies were in force. 
The appended table ^ shows the rapid progress 
of the industrial insurance movement. 





No. of Companies 


No. of pol. in force 


Insurance in force 


1876 


I 


2,500 


$ 248,342 


1880 


3 


228,357 


19,590,780 


1885 


3 


1,360,376 


144,101,632 


1890 


9 


3,875,102 


428,037,245 


1897 


10 


7,985052 


994,197,057^ 



In this country great opposition to indus- 
trial insurance has been made on the ground, 
that the insuring of the lives of children is a 
temptation to the parents either directly to 
murder their offspring, or indirectly to cause 
their death by giving them insufficient food. 

1 The "Spectator Insurance Year Book," 1898, p. 251. 

2 The average policy being, therefore, for $124. 
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This accusation has led to the effort that has 
been made by individuals and by societies to 
prevent the insuring of the lives of children 
under ten or twelve years of age. The dif- 
ferent bills that have been introduced into 
various state legislatures have failed, just as 
similar efforts have in Canada and England, 
not only because the companies have made a 
strong fight for their privileges, but because 
the public has realized that, as an English 
physician, who has had experience in examin- 
ing candidates for industrial insurance policies, 
writes : " It would be as rational to interdict 
fire insurance, because of a few cases of arson, 
as to prohibit child insurance because of a 
few cases of infanticide." As the average 
policy for a child is ;S!28, it. can hardly be 
looked on as a great inducement to murder, 
when, in order to procure payment, the bene- 
ficiary will have to submit himself to a rigid 
examination by the company, which is most 
anxious to protect its own position. 

As the companies do not insure the lives of 
children under one year of age, they only be- 
gin to grant death benefits after the age of 
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greatest mortality is passed. The experience 
of the companies is that their death rate is 
lower than that of the general population, and 
they give as their reason, that insurance tends 
to raise the standard of living by teaching 
thrift and economy.^ Though the lower death 
rate is a refutation of the charge that infantile 
insurance brings about child neglect, it also 
shows that the insurance companies do not go 
into the worst quarters of a city, and that 
they, therefore, avoid taking the risk of insur- 
ing that class of the population that is subject 
to the highest death rate. 

The limit of the premium payable by a 
child under ten years of age is, in the largest 
of the industrial life insurance companies, ten 
cents per week,^ and the duplication of child 
insurance is prohibited. 

1 A college settlement worker of great experience writes : 
" I am sure all the settlement people I know would say that 
industrial insurance is specious and unreliable as a method of 
saving and without relation to thrift. So far as such insurance 
is collected, it goes in the main to undertakers and is swallowed 
up in the pomp of a funeral." 

2 In order to get a knowledge of the cost of industrial insur- 
ance, the reader is referred to the Appendix, Table I. 

M 
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The companies do strive to prevent specula- 
tion in child insurance on the part of parents 
or guardians. If, however, the tables be criti- 
cally examined, it can but be realized that, in 
proportion to the amount of the policies, the 
premiums are ruinously large. Yet the com- 
panies claim that a policy must have run into 
the third year before, as an official of one of 
the large companies says, "we make money, 
and every policy that lapses before that time, 
is a loss to us. . . . We have to collect two 
years to pay initial expenses." 

The experience of the companies has been, 
as has been that of the charity worker, that the 
money paid for children's policies is "consid- 
ered sacred to be used to meet funeral ex- 
penses,'' and that to devote this money to any 
other use is looked on as "a robbing of the 
dead." 

In Orange, New Jersey, a successful insur- 
ance collector went into the undertaking busi- 
ness, s& clearly did he realize that the holders 
of life insurance policies would be able to 
meet the expenses of the funerals. Though 
the money is not directly payable to an under- 
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taker (the sound companies having refused to 
cooperate in any way with physicians or under- 
takers), he knows that in twenty-four hours 
after a death the policy will be paid, and that 
he can certainly collect his bill, which is often 
gauged by what he knows to be the value of 
the policy. 

December 31, 1897, the three large industrial 
life insurance companies had 1,566,765 chil- 
dren under ten years of age insured. The 
experience of the companies is that the in- 
fantile class is the most persistent, the number 
of lapses being, therefore, in it more infre- 
quent than in the adult. To the child policy 
issued for the whole of life no reserve feature 
has to be attached by the companies, as the 
risk is considered to be carried by the year 
and no paid up policies are due or divi- 
dends declarable until the child enters the 
adult class.^ 

The cost of management has been already 
mentioned, and to give a concrete example of 
the relative cost of management to policies 
paid, the following table is appended: — 

^ Adult class begins at age ten.' 
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1897 
Metropolitan : Total payments to policy 

holders $7,329,908.61 ^ 

Expense ..... 8,659,362.98'^ 

Total disbursements . $15,989,271.59 
Prudential: Total payments, etc. . $4,522,931.74^ 

Expense 5»743»438.44 

Total disbursements . $10,266,370.18 

John Hancock : Total payments, etc. . $1,594,076.00 ^ 

Expenses 1,991,736.00 

Total disbursements . $3,585,812.00 

It is very easy to realize how great is the 
cost of the mere machinery of these companies, 
when we appreciate that there are tens of thou- 
sands of agents in the field, that they have in 
the home offices thousands of clerks to carry 
on the business of correspondence and to 
transmit death claims, and that in order to 
protect the business three grades of agents 
have to be put in charge of the district work. 
They are a superintendent, that has executive 
charge of a district, who receives in addition 
to a salary a contingent interest paid " on the 
basis of an increase in the business," an assist- 

^ Excludes the ordinary life insurance of the company. 
2 For analysis, see Appendix, Table III. 
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ant superintendent, who has charge of six or 
eight agents for whose fidelity to their trust 
he is responsible, and a body of agents that 
combine the three functions of canvassers, 
solicitors, and collectors. The last receive 
fifteen per cent of all premiums collected and a 
commission for increase of business, but each 
is obliged to make good a lapsed policy before 
he can receive his commission, the agents thus 
sharing with the company the loss from lapsing. 

The incentive to make large collections being 
so strong, it is not strange that the average pay 
of an agent in a city should be between ten and 
eleven dollars a week, and that he should see 
to it that the whole family, from the baby to 
the grandfather, is insured. 

In spite of the great effort that is made by 
the companies to prevent lapsing, the following 
table shows how small has been their success: — 



1897 












Metropolitan : 


No. 


of 


policies 


; issued . . 


1,398,899 










terminated . 


. 1,013,646 


Prudential : 








issued . . 


. 1,008,868 










terminated 


. 747,074 


John Hancock: 








issued . . 


269,522 










terminated 


. 205,455 






A sr:;minenr life Tiaiirmrft zanrgsrrj fT^Tgd 

i'^rln^ die irat jear at wriring^ iiijr-cwo per 
i^tnc jt the prjiioes iapae. during me aecorwl 
year, rhirteea per cent, and daring c&e t±int 
: vur cer cent. Tnis rncliaiea^ the death rfairas 
po'lxiea dfaconrrnoed by i retnni ot the premi- 
umd, and chose surrendered for paui-op po&cies 

Another one ot the cocnponks Ciks to pre- 
vent lapsing by caref ally guarding tiie standard 
of admission, bat, in spite of its efforts^ the per- 
centage of terminated policies b ninety. In 
i8So, it issued 524,915 policies; of these, fifty 
per cent lapsed during the first year, sixteen 
per cent the second, five per cent the third, 
three ]>er cent the fourth, and two per cent 
each subsequent year. To prevent premature 
lapsing an agent is allowed to keep an unpaid 
policy on his books for four weeks, so that the 
insured may have an opportunity of making 
good his arrears. 

As the lapse rate is greatest in the first three 
months of writing, the loss to the lapsed policy 

Ider is small, and against this pecuniary loss 
be put the protection that has been 




INSURANCE 167 

granted during the weeks in which the policy 
was in force. The very fact, however, that the 
premium payments are discontinued shows that 
the class which is insured either lacks the avail- 
able means to become policy holders or are too 
thriftless to persist in saving. In either case the 
investment has been demoralizing to the inter- 
mittent saver. It has withdrawn from immediate 
consumption a much needed part of the weekly 
wage, or, because unpersisted in, has reacted 
unfavorably on the quondam policy holder. 

The solvency of the three largest industrial 
companies in 1896 was shown by the "Insur- 
ance Year Book," which stated that they 
had a surplus of 1^9,745,927, the assets being 
$58,995,508, the liabilities, 1^49,249,581. 

The grip that industrial insurance has taken 
can best be shown by giving the city of New- 
ark, New Jersey, as an example. In that city, 
a population of 23i,0(X) hold in the three 
large companies 222,013 policies. According 
to a census of policy holders above the age of 
ten, taken by one of the companies in 1896, 
the number of women insured was 1,032,908, 
of men, 1,023,509. Of the former class. 
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568,515 were engaged in household work, 
97,015 were domestic servants, and 123,965 
were factor)' operatives; of the latter class, 
181,164 were outdoor laborers, 83,266 indoor 
laborers, 123,597 factory operatives, and 142,415 
were mechanics. 

The industrial insurance companies have a 
great advantage over other commercial enter- 
prises in that they are not called on to adver- 
tise their business, except by making liberal 
offers to their policy holders. They do try to 
prevent lapsing by issuing a bi-monthly paper 
and by circulating pamphlets, which show the 
insured how much to his advantage it is to 
continue to carry his policy, but the only sys- 
tematic form of advertisement they need is an 
occasional death, especially of a child. 

It can be said that the industrial companies 
cannot, on account of the risks they run, and 
the great expense they have to incur in col- 
lecting the small weekly sums, charge a much 
less high premium.^ The risks kre greater 

^ In the words of one of the insurance officers, " If the 
premiums were reduced one cent a week it would lead to insol- 
vency." 
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than in the ordinary companies, because, as 
the industrial companies cannot afford to pay 
a doctor's fee for a careful examination, the 
insurance is not based on a high selection of 
lives. A physician does, however, inspect 
each applicant and act as a check to the 
cupidity of the agent. The death rate is 
lower this year than during past years, being 
34.22 per cent of the premiums collected, 
which proves (the law of averages determin- 
ing that the ratio of deaths in the general 
population in any given year will be equal 
to that of any other year) that more care is 
being taken in inspecting the applicants. 

The advantages of the industrial form of in- 
surance may be summed up in the words of 
a fair critic of the work of the London Pru- 
dential, who, in a private letter to the author, 
says : " It is certain that the money would not 
be secured for any thrift purpose in the popu- 
lation with which the Prudential is largely con- 
cerned, except by house to house visitation. 
To me the society appears to be a wonderful 
instance of the success which attends those 
who choose to work upon some instinctive 
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want on the part of a people, and elaborate 
their system first in connection with it, and 
then in connection with higher wants, which 
people by degrees desire to satisfy." 

It may be said in addition that the death 
benefit has lessened the number of pauper 
funerals, and, thereby, has made a large body 
of the poorer class independent of a demoral- 
izing form of poor relief. 

In the report of the "Select Committee of 
the House of Commons on Collecting Friendly 
Societies, and Industrial Assurance Compa- 
nies," for 1889, it was said, "The Committee 
are compelled to look upon the methods of 
collecting societies as of no value whatever 
towards education in thrift." Without going 
as far as this report, it can but be realized 
that industrial insurance is the most elemen- 
tary form of provident saving, and a friendly 
visitor can do no better work than to try to 
divert the savings of the poor into less expen- 
sive channels and urge them to "forego the 
costly luxury of collecting insurance." 

It is well to show that money invested in a 
life insurance policy is withdrawn from any 
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immediately productive use, and that there is 
need first to provide for the claims that are 
not posthumous by insuring against sickness, 
non-employment, and old age. There is noth- 
ing beautiful about an almshouse pauper who 
can draw out an insurance book taken in 
better days, and say, " I won't have to be 
buried by the city," nor about a family which 
receives outdoor relief, either from the city or 
from private sources, while it is meeting the 
weekly demands of the collector. 

What the charity worker must clearly real- 
ize is, that "a real family insurance," the "two 
to seventy years of age," is an absurdity. In 
the code of instructions to physicians men- 
tioned before, an insurable interest is defined 
as being one where the " death of the insured 
is a pecuniary loss to the beneficiary." It 
can hardly be questioned that it is a poor 
speculation to insure the lives of children who 
have not reached the age of productivity or 
old people who have passed that bourne. 
Children do die and families are greatly bene- 
fited by receiving a paid-in policy when the 
purse holds no surplus to meet the funeral 
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charges ; but these patent facts shocid not be 
considered as an argument for infantile insur- 
ance. The onlv member of a familv that 
should, from an economic standpoint, be in- 
sured, is he or she who is the provider of 
the support of the family. 

A danger that has to be guarded against is 
the fraud that may be committed by unscrupu- 
lous collectors who are ready to cheat the poor 
by extravagant estimates of the value of an in- 
surance policy, and an evil is that the poor are 
led by the holding of an insurance policy to 
indulge in extravagant funerals. 

But in spite of the great expense that indus- 
trial insurance entails on the poor, the danger 
of fraudulent collectors getting their money 
because of false assertions, and the evils that 
may arise from encouraging extravagance in 
burials, it can but be repeated that no general 
crusade, no legislative enactment, can under- 
mine a system that is based oh a strongly 
developed sentiment. 

In an earlier chapter it has been shown that 
a temporary expedient is to have the stamp 
savings system go to the people, but the 
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present chapter proves that such an effort 
can only be limited in scope and temporary 
in character. Any general system of collect- 
ing would be subject to the same criticism 
as the industrial insurance companies, namely, 
that it is too expensive to be borne by the 
poor. 

What can and should be done is, whenever 
and wherever it is possible, to make the poor 
appreciate what they are paying for their in- 
surance policies, and urge them to divert their 
premiums from industrial to ordinary branches. 
Publicity should be given to the distinction 
between ordinary and industrial insurance, so 
that the poor may not be kept in ignorance 
of the greater advantage that is being offered 
by the latter. 

In the Appendix is a Table ^ that shows the 
cost of a $500 policy in the intermediate branch 
of one of the large industrial life insurance 
companies. As premiums are payable to a 
collector, quarterly, semi-annually, or annually, 
instead of weekly, the cost of management is 
very much smaller and the chances of lapsing 

1 Table IV. 
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are much fewer than in the industrial branch. 
The intermediate branch is intended to serve 
as a bridge between the industrial and the old 
line companies, and to reach the better class 
of mechanics and laborers. 

To show the hold that industrial insurance 
has in the United States the following table 
is appended: — 

• 

1895 

Policy holders in Industrial Life Ins. Cos. . . 6,944,000 

" " " Ordinary " " " . . 1,877,8081 
Depositors in Savings Banks 4>975>5i9 

The forms of insurance, apart from industrial 
life insurance, are so numerous, and the com- 
panies and associations organized to grant in- 
surance so many and so diverse in character, 
that it is not possible even to mention more 
than a few. The kinds of risks on which a 
policy may be taken cover the whole field of 
industry, from credit insurance, organized to 
insure merchants against loss from giving credit 
to their customers, to the French peasant sys- 
tem of insuring against loss by unavoidable 

1 Companies reporting to the New York Insurance Depart- 
ment. 
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failure in the crops.^ What must be alluded 
to, however, are insurance against sickness and 
accident. Their importance is so great that 
the following chapter will treat of what the 
English friendly societies are doing to meet 
the need of the workingman to guard against 
the loss of independence on account of sickness 
or chronic disability. Unfortunately space is 
so limited that mention only can be made of 
what trades unions, railway companies, and 
workingmen's clubs are doing to offer their 
members the " expedient of insurance.*' 

Though the benevolent features of the trades 
unions are said to be still in an experimental 
state,^ nearly all the unions have funds for 
members in distress. In addition to death 
benefits, varying from $40 to i^SSO, sick relief is 
given in weekly sums varying from $$ to $5, 
and hospital beds are maintained in large cities 
for the use of members. In Colorado is a home 
for sick, disabled, old, and infirm members of 
the International Typographical Union. Some 

1 See Chap. IV. p. 97, and VI. p. 137. 
^ John D. Flanigan, ex-president of the Michigan Federation 
of Labor. 
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unions have established funds for the relief 
of members out of work, and to pay the 
travelling expenses of those who are in search 
of employment. 

In addition to the relief offered by such 
organizations of employees as the International 
Brotherhood of Locomotive Engineers, the 
Brotherhood of Railroad Trainmen, and the 
Order of Railway Conductors, the employees 
of six great railroad systems may under com- 
pulsion or voluntarily become members of their 
relief departments. The funds, which are 
partly contributed by the railroads and partly 
by the employees, are used to give systematic 
and comprehensive relief covering sickness, 
accident, old age, and death. 

The first railroad in the United States to 
establish a relief department was the Balti- 
more and Ohio, which in 1880 organized its 
Employees* Relief Association. In 1888 the 
Association was dissolved, and in less than a 
year the present relief department was formed, 
membership in which is compulsory on all em- 
loyees of the road who receive less than 
a year or more than $20 a month. The 
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department is divided into three sections: the 
relief, the savings, and the pension. The first 
gives relief in times of sickness and of death ; 
the second offers to members and their near 
relatives a safe place of deposit, and, to the 
former only, a fund from which to borrow in 
order to acquire a homestead, or to improve it, 
or free it from debt; the last assures a com- 
petence to the aged and infirm who are retired 
or relieved by the road. 

In 1886 the Pennsylvania Railroad organized 
its relief department, membership in which is 
voluntary. The cost of life insurance to mem- 
bers is about the same as in the orders and the 
brotherhoods, but is less than in the ordinary or 
old line companies. The cost of accident and 
sick benefits is less than in either the' brother- 
hood or the stock companies.^ 

Objections have been brought by labor or- 
ganizations against these departments because 
they are said to retard the growth of labor or- 
ganizations and to protect the companies against 

* ** Railway Departments for the Relief and Insurance of 
Employees," by E. R. Johnson, American Academy Political 
and Social Science, pp. 103-105. 

N 
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suits for damages. In reply it is stated that 
they guarantee better service, and so protect the 
travelling public, and that each member is free 
either to accept a benefit or to sue the company. 

Mr. O. D. Ashley ^ approves of relief depart- 
ments* being entirely controlled by the em- 
ployers, the employees not being asked to 
contribute directly to the funds. Such a 
system would, however, destroy the mutual 
feature of such associations. 

It is not railroads alone that have tried to solve 
the grave problem of how to make the interests 
of employer and employee identical by organiz- 
ing relief departments for their men. Apart 
from the profit sharing schemes, many employers 
of labor have established relief associations. 

In connection with the Wells Memorial In- 
stitute of Boston is a benefit association for 
the use of the male members. In 1898, at 
the end of the tenth year of its organization, it 
had eighty members. At the end of each year, 
the membership terminates and each member 
receives his proportion of the surplus that re- 
mains in the treasury. In 1896- 1897 the dues 

^ ** Railways and their Employees," p. 54. 



INSURANCE 1 79 

and fees amounted to $455-55, sick benefits to 
J85, and death benefits to $50. Each mem- 
ber had returned to him $4.14, or nearly two- 
thirds of what he had contributed. On the 
back of the circular that advertised the asso- 
ciation, was printed: "Can you improve on 
this plan in any other organization within 
your knowledge?" Without accepting this 
challenge, it may be remarked that such a 
sharing out club "cannot be regarded as a 
serious way of providing for the risks of the 
future." A serious objection is that a man 
who falls into ill health may be precluded 
from membership at the time when he most 
needs his club, and another objection is that 
there is no guarantee that a constant member- 
ship will be maintained. 

There can be no educational value in such 
an association apart from that which is got 
in making the regular monthly contributions. 

Similar organizations may be found in many 
churches and clubs, but it is to be regretted 
that no further illustration can be drawn. No 
adequate idea can, unfortunately, be given of 
the number and the character of the associa- 
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tions that are providing death benefits for 
their members. In workingmen and work- 
ing-girls' clubs, in churches, educational insti- 
tutes, fraternal societies, and unions of all 
kinds may be found benefit features; from the 
simplest form, a mere demand on the general 
treasury for the discharge of a sick benefit, 
to the most complex. Whatever may be the 
form, however, the association using it should 
provide against insolvency by basing the cal- 
culation as to what the dues should be on 
some sound actuarial system. 

To the charity worker who is able to per- 
suade another to provide for the demands of 
the incalculable future, will come the gratifica- 
tion of knowing that there is one more who 
need not fear an "atropos of his fortunes 
before that of his life.*'^ 

^ Recently an effort has been made in Chicago, by a business 
firm, to provide insurance against non-employment. The diffi- 
culties, however, in the way of the success of such a plan are so 
great (as has been proved in St. Gall, Switzerland, where com- 
pulsory insurance against non-employment was enforced for a 
short period of time), and the business arrangements are as yet 
so tentative, that it cannot be described here, valuable as insur- 
ance against non-employment would be if it were practicable. 
See American Journal of Sociology, May, 1897, ^^^' ^^' P* 77'* 



CHAPTER VIII 

ENGLISH FRIENDLY SOCIETIES 

It is not possible in a few words to describe 
the great friendly society movement so as to 
give a just conception of what the societies 
have sprung from or of what they have accom- 
plished, nor does the limited space permit any 
parallel between the English societies and the 
American fraternals. It is to be hoped, how- 
ever, that what is here left undone may be done 
by some one interested in the general welfare 
of the workingman, and that it may not be 
long before the charity worker will have in his 
library a book that will fully treat of the pres- 
ent status and of the prospective standing of 
the fraternal societies in this country. 

The object in choosing two of the most 
prominent English societies is to give some 
general idea of what are the principles that 
should guide any body of men in providing for 

iSi 
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themselves a common fund from which to draw 
an effectual provision in time of sickness or of j 
death. 

The friendly societies have been said to be first 
in the " thrift race " of those organizations which 
are cooperative in form, and to be " noble insti- 
tutions of self-help which the working classes 1 
of England have made for themselves without 
any assistance from the government or from 
the rich."i 

There are now thirteen societies in England 
that were established before the middle of the 
eighteenth century and more than one hun- 
dred, in England and Scotland, that were or- 
ganized before the year i8oo. As early as 
1797 the great importance of these societies 
was recognized by Sir F. Eden, who, in his 
book on the "State of the Poor,'* says: "That 
these institutions (friendly societies) increase 
the comforts of the laboring classes who belong 
to them will be evident from comparing the 
conditions of those who are members of them, 
and of those who in the same village are con- 
tented to rely on the parish for relief. The 

1 T. Mackay. 
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former are generally comparatively cleanly, 
orderly, and sober, and consequently happy 
and good members of society ; whilst the latter 
are living in filth and wretchedness, and are 
often, from the pressure of casual sickness or 
accident, which incapacitates them from work- 
ing, tempted to the commission of improper 
acts (not to say crimes), against which the sure 
resource of a benefit club would have been the 
best preservative." 

In the early days, the societies had an elab- 
orate ritual, and new members were made to 
take most solemn " oaths and obligations *' and 
to wear symbolic dress. Extracts from an old 
cash book of the Ancient Oddfellows show the 
expenses of the lodge for the first year of its 
existence : — 

£ J. d. 
By Cash-Dispensation ... 10 10 o 

Spirits of Mizalto i 13 si 

Alfried the Great 2 15 4 

For making the Gowns . . . o 10 o 

Six Beards o 12 6 

Hail Storm o 8 6 

Copper Spoon o i o 

Silk for Scarfs 20 o o 

Sun and Moon o 16 o 
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The silk was bought to be sold at retail to 

a 

the members, the spirit to be burned in the 
copper spoon, and the hail-storm for use in the 
tempest scene. Alfred the Great was and is 
the name of a cognate society to which the 
then new lodge was indebted to the sum of 
£2 1 5 J. 4^. 

Politics played a part in the young days of 
the friendlies, and we find that one lodge had 
to close its doors because of the indiscretion of 
two of its members — the notorious Wilkes and 
Sir George Saville — in denouncing the gov- 
ernment at a lodge meeting. For many years 
the friendly societies had to contend against 
"parliamentary interference*' and also against 
the demoralizing effect of poor law relief. But 
in spite of State interference the larger socie- 
ties remained true to their high ideal of be- 
ing a real brotherhood, and tentatively worked 
out their " un-state-aided " economic salvation. 
They remained mutual societies independent 
of outside assistance, and, as a rule, guarded 
their conduct lest they should, as Robert Owen 
said, injure the institution to which they be- 
longed. They stood, at a time when the 
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contagion of indiscriminate public relief was 
killing the self-respect of the laborer, for " the 
absolute independence " of the working classes, 
and they proved, as Sir F. Eden showed, that, 
in spite of poor wages and hard times, fore- 
thought and frugality can enable a body of men 
to organize provident institutions that will yield 
a subsistence in times of sickness, a subsist- 
ence that will make the members independent 
of the workhouse and of the parish. 

But it must not be supposed that the friendly 
society movement was uninfluenced by the 
subtle workings of the poor law system. Num- 
bers of men, who were capable of providing 
for the casualties of life, were prevented by the 
feeling that they belonged already to a benefit 
club in which there is " no paying in *' and all 
"paying out." One meeting, which was called 
for the purpose of forming a new lodge, was 
adjourned indefinitely when the would-be found- 
ers heard that their organizing such a society 
would preclude them from receiving poor relief. 

The passing of the Poor Law Amendment 
Act in 1834 was followed by a rapid increase 
in the savings bank deposits and in the mem- 
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bership of friendly societies ; and only a few 
years ago, in 1891, Mr. Bland Garland, in speak- 
ing of the Bradfield Union, Berkshire, England, 
shows that an improved system of poor relief 
had the result of increasing in nineteen years 
the membership of the friendly societies 1 50 per 
cent, and that of doctors clubs, 148 per cent. 

The societies must have a healthy atmos- 
phere if they are to flourish, and must be free 
from any artificial stimulus. 

The early societies suffered not only from 
the badly constructed poor laws, but also from 
the patronage of the richer classes; and here 
again it was proved, as Mr. Bosanquet says, 
that the patronized friendly societies did not 
fare as well as those that were entirely depend- 
ent on the members. For the organization of 
a friendly society must be on a democratic 
basis, if it be founded to last and to do good 
work. Its success will depend exclusively on 
the integrity, the cooperation, and the business 
ability of its members. If there be any class 
distinctions or ulterior aid, the undermining of 
the society will begin, and the result will be, 
necessarily, a collapse, partial or entire. 
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Though legislation did little to help the 
friendly societies between the years 1 834-1 870, 
and much to hinder their growth prior to that 
period, the Friendly Societies Act of 1875- 
1876 put the societies on a firm basis. The 
royal commission that formed the law, the 
chairman of which was Sir Stafford Northcote 
(Lord Iddesleigh), gave four years of hard 
work to their task. In 1846 the office of 
registrar had been made permanent, but ac- 
cording to the new law there was to be a 
registrar-in-chief with three assistants (one each 
for England, Scotland, and Ireland), instead of 
a separate registrar for each country. Yearly 
audits are required by the law, and a quinquen- 
nial valuation of the assets and the liabilities 
of each society, as well as the appointment of 
public auditors and valuers for the use of such 
societies as do not employ competent men to 
investigate their financial status. Provision 
is made to secure for members a knowledge 
of their rights and obligations, so that if a cer- 
tain proportion of the membership of a society 
apply for an inspection of its affairs or for a 
special meeting of its members, the registrar 
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is empowered to see that such investigation 
be made or such action taken as is called 
for. 

The friendly societies that are to be men- 
tioned belong to the two great classes — the 
affiliated and the centralized. In the affiliated 
orders the management of the lodges is inde- 
pendent of the federal body, they being subject 
only to certain general rules, and holding their 
own sick funds, and, as a rule, their own funeral 
funds as well. The lodges within a given area 
unite to form a district, which is composed of 
delegates from the branches, who meet at 
stated intervals to carry out the* laws of the 
general body. The whole order is governed by 
a parliament of delegates from the districts, and 
these delegates are elected annually or bien- 
nially, and, as a body, are empowered to revise 
the rules of the order and to levy assessments. 
The parliament elects the central board of 
government, which consists of a president, a 
vice-president, a permanent secretary, the ex- 
president, and a board of six to nine directors. 
Each lodge has its own board of trustees, and 
its own paid secretary and visitor, the duties 
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of the latter being to carry the benefits to the 
sick members. The district acts as a court of 
arbitration for the lodges, and appoints auditors 
to examine the financial status of each. The 
cost of its management is met by the several 
lodges. In case of unusual pressure the dis- 
trict or the local lodge may receive help from 
the central body, but the expectation is that 
each lodge shall be independent of any outside 
financial aid. 

The benefits consist of weekly allowances 
during sickness, annuities to widows and or- 
phans, funeral benefits for dead members, trav- 
elling expeiKes for out-of-work members in 
search of employment, and in some lodges 
insurance against accident and loss of tools by 
fire, and the providing of convalescent homes 
for the use of members recovering from pro- 
tracted illness. 

The centralized societies differ from the affili- 
ated in that their chief characteristic is, as their 
name implies, centralization. There is but one 
benefit fund, and the contributions are received 
as well as distributed from the central office. 
These orders are less social than their great 
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rivals, as their members are not brought into 
as close relationship with each other. 

The Independent Order of Oddfellows, Man- 
chester Unity, the richest of the friendly socie- 
ties, was founded in 1812, and is an offshoot 
of the Union Order of Oddfellows founded in 
1745. This society was peculiarly fortunate in 
having for many years as its corresponding 
secretary, Mr. Henry Ratcliffe, who, in 1850, 
published his first edition of "Observation on 
the Rate of Mortality and Sickness existing 
amongst Friendly Societies.'* His second ac- 
tuarial treatise was published in 1862, and these 
treatises were most valuable in -showing the 
status of the society, and in pointing the way 
to make its financial condition sound. 

The Unity is strengthened each year by hav- 
ing on an average 4613 members transferred 
to it from its juvenile branches. January, 1898, 
the adult male membership numbered 787,962 ; 
widows subscribing for funeral benefits, 10,950; 
juvenile members, 110,906; honorary members, 
11,741; and female members, 3551; making 
the large total of 925,110. At the same date 
there were for the juvenile members, 1662 
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societies ; and for the female, 72 lodges. Dur- 
ing the year 1897, 7689 were transferred from 
the juvenile to the adult lodges. 

The president of the society is known as the 
noble grand master, and he receives a salary 
of £2$ SL year. The whole government is cen- 
tred in the annual movable committee, which 
elects the central board. In the board is 
vested the right to act as supreme court of 
appeal, for it has the legal right to settle and 
arbitrate any disputes that may occur in the 
districts or the lodges. 

The objects of the society are the payment 
of a sum of money at the death of a member's 
wife, the relief of members in sickness or old 
age, temporary help to the widows or the chil- 
dren of dead members, and to members that 
are travelling in search of employment. 

The age limit for new members is forty-five, 
and contributions are graduated according to 
the age of the member at the time of his 
initiation. 

There are different grades of benefits, but 
by a monthly payment of from i^". 2d, to 2s, 
6d, (according to age) benefits to the amount 
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of Ss. 2L week for full sick pay, and 4s, for 
half sick pay, £S at death for beneficiaries of 
members, and £4 at death of a member*s wife, 
are granted. The highest grade benefits are 
205. for full sick pay, and ;£20 at death of 
members. The contributions for such benefits 
are, of course, proportionally large.^ 

The monthly contributions of juveniles vary 
from S^d, at one year of age to is. 2d, at fif- 
teen, the death benefits from £2 los. to £\o. 
Sick benefits are first granted at ten years of 
age. 

During 1897 the number of seceding mem- 
bers was 22,072, a slightly lower number than 
for the four preceding years. The grand master 
proposed in his annual address for 1897 that 
the society continue to battle with the evil of 
secession by ** assisting in every way the real 
deserving cases from the Benevolent Funds of 
our Lodges, and in other friendly arrangements 
well known to and fully appreciated by all 
ardent Lodge and District Workers." Great 
stress is in fact laid on the necessity of aid- 

^ For summary of receipts and expenditures, see Appendix, 
Table V. 
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ing members who through unavoidable misfor- 
tunes are prevented from keeping up their 
dues. 

The Hearts of Oak benefit society, th^ 
largest of the centralized orders, was organ- 
ized in 1842. This society conducts business 
with its branches through the medium of the 
mail and not by local agents, and for this rea- 
son it does not come into as close relationship 
with its members as do the affiliated orders. 
The management has been very economic, the 
expenses for the last ten years having aver- 
aged but "a little over five per cent on the 
gross annual income." 

In addition to granting sick relief and death 
benefits, the society offers a benefit of £1 10s, 
to a member on the birth of a child, and medi- 
cal attendance in case of sickness, a small 
extra fee being paid for the last mentioned 
service. A convalescent home benefit fund 
has been created, and to it each member is 
required to pay id. a quarter. The home may 
be used by a member that is in need of 
change of air. 

The age limit for admission to membership 



k 



194 THE DtVELOPMENT OF THRIFT 

is thirty years, being lower than that of the 
affiliated societies because the contributions 
are not graduated. The regular subscription 
is js. a quarter, but this sum is increased to 
about \os. by the special assessments that are 
levied. The sick benefits are i8j. a week for 
the first twenty-six weeks of sickness, half pay 
for a succeeding twenty-six weeks, and a weekly 
pension of 4f. if the illness become chronic. 

Death benefits are ;;^20 for a member, ;£io 
for a member's wife. The society has had 
difficulty in checking the abuse of its mem- 
bership by those who claim sick benefits un- 
justifiably, but the evils of malingering are 
being, carefully guarded against by the man- 
agers. 

The membership has been principally con- 
fined to the classes of professional men and 
skilled laborers, not reaching the workingmen 
as do the affiliated orders. The number of 
members at the end of 1897 was 220,896.^ 

The independent organization of friendly 
societies of women has not been as a rule 
very successful, women having lacked in their 

^ I'or receipts and expenditures, see Appendix, Table VI. 
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tentative efforts a knowledge of sound financial 
principles and of the right methods of organi- 
zation. It is hoped, however, that some of the 
societies which have been started will be suc- 
cessful, and that they may receive from the 
men's friendlies more generous treatment than 
was meted to organizations of women in the 
past, when the Manchester Unity could forbid 
its members on penalty of suspension for six 
months to assist any secret society of women 
or to attend its meetings. 

From their long years of experience and 
in spite of their many failures, the English 
friendly societies have gained so honorable a 
position that it is possible for careful students 
of philanthropic problems to speak of them 
as an "institution of which the whole country 
•is justly proud," and as the "backbone of 
provident habits." The English societies are 
fortunate in that the large affiliated and cen- 
tralized orders have met yearly in London 
since 1887 to confer on subjects of common 
interest,^ and it is of incalculable advantage to 

1 The last National Conference of Friendly Societies was 
held in London, on January 21, 1898. It was shown that the 
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them as a body and to their members as in- 
dividuals, that the registrar is required to make 
to Parliament an annual report of their financial 
standing. Such a report is not infallible, but 
it is a great safeguard against abuse to have 
the societies appreciate that a yearly report 
is to be made of their condition. 

The large societies have a decided advantage 
over the small ones in that the proportional 
cost of management is much less great. A 
more vital distinction is, however, that their 
solvency is more assured, and that they have, 
through experience, learned how best to divide 
their resources. A man may, also, take reason- 
able pride in belonging to a large society, and 
in the affiliated orders may enjoy the benefits 
and privileges of being united with a vast, 
widespreading body, and yet have the social 
freedom that comes from being connected with a 
lodge or court, the membership of which is prac- 
tically limited to his immediate neighborhood. 

Total adult membership was 2,958,723 

The amount of capital ;^22,075,895 

Number of juvenile members 474,862 

Amount of capital ;f 447,685 
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A further advantage that the large societies 
have is that they yearly add to their member- 
ship by absorbing young men advanced from 
the juvenile branches. These recruits have 
not only the merit of youth but training in 
economic habits. 

A society to be successful, and faithfully to 
discharge its two chief functions of granting 
adequate sick relief and death benefits, must 
be most judicious in its choice of members and 
in its levying of contributions. It is essential 
that contributions should be graduated according 
to the age of the member at entering, and that 
records should be kept of the sickness and of 
the mortality of the membership. Each society 
can benefit by the common experience, but each 
should keep its own records, so that, in a dif- 
ferent locality and under varying conditions, it 
may have its own data from which to estimate 
its liability. A careful valuation of the finan- 
cial condition of the society must be made 
by experienced actuaries, and if the liabilities, 
present and prospective, be found to exceed the 
assets, immediate measures should be taken to 
change the balance. 
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Vigilance has to be the watchword of the 
societies, and even at present the need is being 
felt in England of carefully graduating con- 
tributions so as to make them equal the total 
outlay. Either the benefits must be lessened or 
the contributions increased, or both remedies 
resorted to, for the young member must be 
protected against having to carry the dead 
weight of an older membership, which has not 
borne its proportion of the cost of insurance. 

Each society should carefully protect its 
members by refusing to admit any candidate 
that has not been able to get a doctor's certifi- 
cate, by carefully supervising all claims for sick 
benefits, and by limiting the age of admission. 
Care should be taken to prevent lapsing, for 
though the accumulated dues of a seceding 
member become the property of the lodge, the 
real prosperity of a society must depend on the 
personal reliability of its members, as well as 
on the good faith of the management and its 
courage in applying sound business methods. 

It has been the experience in England that 
fraud has not been more common in these soci- 
eties than in the ordinary commercial and in- 



ENGLISH FRIENDLY SOCIETIES 



199 



dustrial enterprises, because they are usually 
managed with "rectitude, ability, and success."^ 
In the United States the fraternal societies 
may likewise broadly be divided into two 
classes : the assessment life insurance orders 
without branches, and those with lodges. In 
the last annual report of the Massachusetts 
Commissioner of Insurance, the statistics of 
317 fraternal beneficiary associations are given. 
These associations started with the theory 
that new blood will constantly tend to keep 
the cost of membership low, and that assess- 

^ Table to show to what extent the savings of the English 
working classes are intrusted to their own associations : — 



Societies under the 


No. of 


No. of 


No. of 


Amount of 


Friendly Societies Act 


Societies 


returns 


members 


funds 


Friendly Societies (not 










collecting) 

Collecting Societies . . 


28,384 


23,998 


4,203,601 


;C22,695,039 


47 


43 


3,875,446 


2,713,214 


Other Societies .... 


ai,iii 


557 


241,446 


594,808 


Building Societies . . . 


2,694 


2,382 


587,856 


51,546,007 


Cooperative Societies . 


x,8io 


1,597 


'-'Mi 


18,915,793 


Trades Unions .... 


590 


401 


1,515,319 



" Problem of the Aged Poor," Drage, p. 300, based on Re- 
port of the Qhief Registrar of Friendly Societies, year 1892; 
"Mutual Thrift," Rev. Frome Wilkinson; "Associations of 
Workingmen," Baernreither, are valuable as giving extended 
accounts of the friendly societies movement. 
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ments need not, therefore, increase in fre- 
quency or amount as the years roll on. This 
argument has been found to be fallacious, and 
though specious watchwords such as, " Pay as 
you go," and " Keep your reserve in your 
pocket," deceived many in the halcyon days of 
the orders, the societies, as the members have 
grown older, have learned to appreciate that 
the real cost of insurance must ultimately be 
paid. As the death rate grows heavy the 
lapses become more frequent, and the individ- 
ual who retains his membership is made to 
meet an assessment that is too great a tax 
to be borne. 

Many of the orders made tables of rates at 
haphazard and trusted to luck that the future 
would furnish a sufficient revenue to meet the 
liabilities ; other societies based their assess- 
ments on the natural premium plan, by which 
system each member carries his own life insur- 
ance, the rate of premiums increasing as he 
grows older. When he reaches the age of fifty 
or sixty years, the payments become level and 
the younger members are then made to share 
the risks of his insurance. A third class based 
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their assessments on mortality tables, and made 
the premiums level so that a man in the early 
years of his membership should meet the actu- 
arial cost of his insurance. During the years 
when the current cost is less than the actual, a 
reserve is being accumulated, which can be 
drawn on when the time of greatest mortality is 
reached. 

The best societies are now admitting that 
the last plan is the soundest. They feel that 
they have proceeded on wrong lines, and have 
caused their " existence to be threatened by not 
creating at the beginning '* a reserve fund. 

The liability must increase as the orders be- 
come older, for the incoming members do not 
contribute sufficient to meet the demands made 
by the heavy death rate. In the Appendix is 
given a table ^ showing the increase in the 
death rate, and in the cost of insurance of two 
large societies. Their experience is very sim- 
ilar to that of other of the great fratemals, 
"which have gone on constantly from their 
inception increasing by greater and greater 
strides yearly in accessions to membership, but 

1 Table VII. 



202 THE DEVELOPMENT OF THRIFT 

as Steadily and constantly is the cost of their 
insurance creeping upward." ^ 

** What are you going to do about it ? " is the 
grave question that the societies must ask of 
each other, and an answer comes from the Na- 
tional Fraternal Congress, which at its eleventh 
annual meeting, held in October, 1897, reaf- 
firmed a resolution adopted at its preceding 
meeting. This resolution declared that it is the 
imperative duty of the orders to adjust their 
contributions so that they may be equitably 
proportioned to the risks. 

The sooner the fratemals meet the question 
and close their ears to the siren's call — cheap 
insurance — the better. Cheap insurance is a 
delusion, for the cost of the death benefits 
must be met finally. The present should, by 
graduated payments based on a level premium 
plan, accumulate a reserve fund for the de- 
mands of the future. Such a system has been 
found essential in the English friendlies, for 
it not only gives "firmness and stability,** but 
permits the "insured to continue his contract 

* Forty-second Massachusetts Life Insurance Report, 1897, 
p. XX. 
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to the very end without any need of the in- 
crease of his rates." 

The readjustment of rates is not easy, and 
requires courage. But unless a strong reserve 
fund be established by the orders, they will be 
found to be insolvent when the demands on 
them are most insistent. 

The great fraternal societies, which like the 
Masons and the Odd Fellows number each more 
than three-quarters of a million of members, 
the Ancient Order of United Workmen with 
nearly four hundred thousand, and the Royal 
Arcanum with nearly two hundred thousand, 
are doing valuable work, but they must face 
the situation. They must in their calculations 
eliminate chance, so that each man, who 
through self-denial has accumulated savings 
in order to become a member of an order, may 
be assured of receiving a promised benefit, and 
need not fear that he will be called on to 
furnish increased contributions. 

There is no questioning the importance of 
the workingman's providing himself by a rea- 
sonable insurance against the casualties of life, 
and no charity worker can fail to realize the 
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importance of encouraging those he works 
amongst to join some society that will assure 
adequate relief in times of sickness and of 
death. 

Each society must, however, be judged ac- 
cording to its merits or demerits. A friendly 
visitor should learn what is the financial con- 
dition of the one in which the head of her 
family is or should be insured, so that she 
may advise whether continuing to pay dues 
and assessments will mean throwing good 
money after bad. 



CHAPTER IX 



CONCLUDING REMARKS 



We have been accused recently of being as 
a people superbly indifferent to pecuniary de- 
tails. If this accusation be a true one, we 
should individually strive to overcome the evil 
tendencies that have been implanted in us 
by the ease with which wealth has been ac- 
quired in this young country. Every effort 
should be made to organize self-help, by de- 
veloping mutual savings agencies, that thereby, 
individually, we may be taught to be thrifty 
and provident. 

The difficulty of getting volunteer service 
has often seemed to be an insuperable difficulty 
to the well-to-do when they have thought of 
founding workingmen's associations, but the 
experience of friendly societies and of building 
and loan associations proves that human nature 
is the same in all classes of society, and that 
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prominence, influence, power, are charms that 
can tempt the workingman as well as the 
capitalist to give time and energy to organiza- 
tions that can offer such rewards. 

That it is true that "benevolence is in the 
air " is sufficient reason for great care being 
taken to make the air breathed by the poor 
more healthful because of the spirit of benevo- 
lence that has become one of its constituents. 
Social settlements and associated charities, 
training schools and child-saving agencies, are 
doing valuable work in teaching the poorer 
classes how to utilize their inherent forces. 
They should never, however, lose sight of the 
fact that whatever is organized to promote 
thrift must be based on sound economic prin- 
ciples, and be conducted in a businesslike 
manner. But social and philanthropic workers 
have not to deal only with new undertakings ; 
they must make use chiefly of what already 
exists. If organized charities would appoint 
permanent committees to make a study of the 
various provident schemes that are already 
founded in any given locality, and to report 
from time to time which agencies are reliable 
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and which are unsound, and what redress 
might be got by a poor man in case of usurious 
charges on the part of loan associations and 
instalment and chattel mortgage companies, 
most valuable assistance could be rendered by 
friendly visitors to the families and the individ- 
uals they are trying to assist. Such a directory 
of associations for promoting thrift could be a 
valuable guide to an inexperienced visitor. 

At the risk of insistence, it must be repeated 
that whatever is done should be with an under- 
standing of the conditions that surround the 
people who are to be aided. The charity 
worker can never repeat too often the force- 
ful words : " If . we have been accessory to 
shaking any one's sense of the duty of fore- 
thought, their feeling of parental or filial 
responsibility, or their conviction that if they 
are to live they must fit themselves for civil- 
ized life, or if we have trained any one to think 
that the world is a lottery and that the only 
rule is to rely on chance or Providence with- 
out intelligent prospect or retrospect, then we 
have done them as real and material and dis- 
astrous a mischief as if we had given them 
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phosphorous necrosis in our factory, or poisoned 
them with sewer gas, or cheated them of their 
wages." ^ 

May the charity worker help the poor man 
to acquire a " blameless and unfraudful " com- 
petence, not by a sacrifice of manliness, or by 
a gift, but as t'he reward of his own exertions. 
Through the exercise of frugality and fore- 
thought may the toiler be enabled to save for 
the future need which is greater than the need 
of the present; and may the reward of his 
thrift be a knowledge of the value of money, 
a relishing of the fruits of independence, and 
the power to enjoy life more abundantly. 

1" Aspects of the Social Problem," p. 117. 
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TABLE II 
Infantile Endowment Table of Rates for i8g8 
Based on a Weeklv Premium of io Cents 
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Od each anniversary of the Policy, after the Insured 
reaches twelve years of age, there will be added to the 
maximum amount named in the above table, One 
Dollar. 

The Endowment period and the amount payable at 
the end of such period are as follows: — 



For 5 cents per week the benefits 
named above. 
No higher premium than lo cents will be taken. 



290J>0 

297.00 
3O4J}0 
one-half those 
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TABLE III 

In an address before the Massachusetts 
Legislature in 1895, an official of one of the 
large industrial insurance companies gave an 
analysis of the disposition by his company of 
its total income. He has furnished, by request, 
an analysis for the five years 1 891-1896, in- 
clusive. He gives the following percentages 
of the disposition of the total income from the 
industrial business of his company : — 

Paid policy holders 34*67 

Increase in reserve I5'94 

Commissions for collections 14*23 

Commissions for procurement of new business . . . 3.15 
Excess of commissions paid arising out of lapses^ . . 6.50 
Expenses^ for medical examinations, taxes, licenses, 
rents, printing, stationery, advertising, furniture and 
fixtures, travelling expenses, postage, expressage, sala- 
ries, and dividends to stockholders ^ 21.57 

Surplus put to credit of policy holders, part of which 

has been paid to them in cash in 1897 3*94 

100.00 

* The company actually lost in money from lapses in the 
year 1896. 

2 A part of this expense was caused by lapses. 

^ Dividends paid to stockholders are limited by law to seven 
per cent on the capital of j^2,ooo,ooo. 
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TABLE V 

Receipts and Expenditures of the Independent Order of 
Oddfellows, Manchester Unity 

Summary of Receipts and Expenditure of the several 
Fiinds belonging to the Unity, for the year ending 
31st December, 1896. 



Description of Fund. 



Received for 

Contributions, 

Interest, Entrance 

Fees, etc. 



Sick and Funeral Funds . . . 
Management Funds of Lodges 
Widow and Orphan Societies . 
Past Grand Lodges .... 

Juvenile Societies 

Benevolent or other Funds . . 



£, s. d. 

1,181,208 3 10 

304,233 16 3 

46.345 18 3 

2,09s 2 II 

38,810 18 7 

14,217 18 o 



Total I 1,586,911 17 10 



Paid on Account 
of Members for 
Sick and Funeral 
Benefits, Man- 
agement, etc. 



£ s.d. 

.792,275 6 II 

308,995 8 2 

34,634 II 2 

1,490 I 10 

30,804 5 I 

13.844 3 7 

1,182,043 16 9 



Increase on the Year .... ;^388,932 16s. id. 

Summary of Capital 



Description of Fund. 



Sick and Funeral Funds of Lodges 
District Funeral Funds .... 
Management Funds of Lodges . 
Management Funds of Districts . 
Widow and Orphan Societies 

Past Grands Lodges 

Juvenile Societies 

Benevolent or other Funds . . . 

Total Capital of the Unity 



31st December, 1896 
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8302,389 


13 
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TABLE VI 

Hearts of Oak Benefit Society. Statistics taken from 

56th Annual Statement 

"After deducting ;£3552 iSs, 3^. levied for 
the Convalescent Home Fund, the following 
is a concise comparison of the past two years* 
receipts and expenditure : — 

Table showing Receipts and Expenditures 

FOR 1896 AND 1897 





X896. 


X897. 




Amount. 


Ratio. 


Amount. 


Ratio. 


Gross Receipts 

Claims Paid 


£ s.d. 

472,000 14 xo 
369*654 3 6 


100.00 
65.00 


£ s.d. 
491,226 
328,256 12 7 


X00.00 
66.82 


Expenses of Management . . . 


162,346 11 4 
27,242 9 7 


34-40 
5-77 


162,969 7 5 
26,366 5 X 


33-18 
5.37 


Postages and Emblems charged 
agam to Members 


135,104 1 9 
Xi574 13 2 


28.63 
-33 


136,603 2 4 
1,655 17 6 


27.81 
.34 


Amount added to Reserve Fund . 


1331529 8 7 


28.30 


134,947 4 10 


2747 



From this statement it appears that of every 
£100 oi the Gross Income, £66 i6s, $d, was 
paid away in satisfaction of Claims, £$ ys, 
Sd, was required for Management Expenses, 
6s. gd. for Postages, etc. (chargeable to Mem- 
bers individually), leaving £2^ gs, Sd. for 
transfer to the Reserve Fund." 
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Summary of Claims Paid by the Hearts of Oak Society 
for the undermentioned Benefits, from the Commence- 
ment of the Institution, June 20th, 1842, to December 
31st, 1897. 

Sickness and Superannuation ;f 3,247,564 16 8 

Lying-in Claims 865,843 lO o 

Members' Funerals ^ ,« -jco tc 
Members* Wives* Funerals / 

Loss by Fire 33»'74 ^9 4 

Sold Out Cases . . . , 21,697 7 4 

Imprisonment 198 13 4 

Total ;f4»855»830 2 i 



Table showing Steady Growth of the Society 



Year. 


Number of Members. 


Reserve Fund. 


1866 


12,051 


;f 44,386 


1 868 


15*903 


54,526 


1870 


21,484 


67,321 


1872 


32»837 


93*840 


1874 


Shi44 


145*556 


1875 


64,421 


179,995 


1876 


76,369 


223,780 


1878 


90,603 


326,640 


1880 


93»6i5 


437*772 


1882 


98,873 


559,327 


1884 


105,268 


696,206 


1885 


108,685 


766,350 



TABLE VI r 
Knights op Honor (founded, 1876) 
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From the " Dilemma of Fraternal Orders." The Sfiec- 
lator, October, 1897. 
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association of, 70 ; benefit asso- 
ciation of, 178. 

Wolff, Henry W., 106. 

Wollenborg, Leone. See Peo- 
ple's Banks. 

Workingmen's Cooperative Bank 
of Boston, 92. 

Workingmen's Loan Association 
of Boston, 135-138, 140, 141. 

Wright, Carroll D., 22, 148. 

Wrigley, Edmund, 84. 
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